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PUBLIC UTILITIES BREAK RECORDS 
BECAUSE THEY KEEP RECORDS! 


In establishihg policies of greater efficiency and economy, pub- 
lic utilities know the importance of actual performance. Hit or miss 
methods are taboo. Because “pipe prescription” insures the utmost 
in proved performance, utility engineers practice it—and experience 
dictates the places for Byers Genuine Wrought Iron Pipe. If you and 
your engineers have a pipe problem which long and expert experi- 
ence will help solve, the research facilities of our organization are at 
your disposal. A.M. Byers Company, Pittsburgh, Pa. Established 
1864. 
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Fusion Welded 


and all main welded seams 
X-Ray tested for soundness 


Fusion Welding 


The Application of Fusion Weld- 
ing to Pressure Vessels. 


Testing Welded Construction 
Ouring Production. 


Scientific Control in Welding of 
Boiler ‘_— 


Develops New Technique in 
Electric s Welding. 


Outlook \ for Welded Boiler 
Drums Brightens. 


Advocates|\ Electric Welding of 
Boilers. 


Welded Boilers. 


X-Ray Inspection of Welds in 
Pressure Vessels. 






BABCOCK &WILCOX 


nN Ew YORK, N. Y. 


85 LIBERTY ST. 


This all welded boiler drum was fabricated for The Brown Paper Mill, 
Incorporated, of Munroe, Lovisiana. All main longitudinal and cir- 
cumferential seams of this thirty-six inch diameter drum were welded 
by the new Babcock & Wilcox process and every inch of every seam 
has been examined with/ a powerful X-Ray machine to provide definite 
proof of the soundness of the welds which are consistently equal to or 
better than A. S. me. boiler plate in tensile strength, ductility, shock 
resistance, and ability to withstand repeated applications of pressure. 

The Company's bulletin Fusion Welding describes in detail the 
characteristics of welds produced by this new technique and shows the 
tests employed to check the soundness of welds in finished products of 
all types. In'addition to this book, The Babcock & Wilcox Company 
will send/ without obligation, a series of articles on fusion welding 
written/by leading writers for the technical press. Simply check the 
articlés desired, sign this page and mail. 


Pending adoption of the prop 





THE 


COMPANY 


d A. S. M. E. Code for 
welded boiler drums The Babcock & Wilcox Compony 
offers this construction only in Non-Code States and sub- 
ject to the approve! of the boiler insurance companies. 
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THE political clans which are popularly des- 
ignated as “the anti-utility group” are gather- 
ing; at least one of their objectives is to make 
the power question the major issue in the com- 
ing Presidential campaign. 

* * 

SHoutp the Wet-and-Dry question be dis- 
placed from its premier position as a political 
issue—a development which would be wildly 
welcomed by both of the major political par- 
ties, who are viewing the splits within their 
ranks with increasing perturbation—the power 
question might well assume the leading role 
in the pre-election fracas, 

* * 

WHETHER the power question shall play the 
star or a secondary part in the political drama 
that is now unfolding, one fact is inevitable; 
thé utility industry in general and the power 
companies in particular will be subjected to 
political attacks. 


* 
How do the utilities propose to meet them? 
os * 


Durinc the past four years—ever since the 
Federal Trade Commission instituted its in- 
vestigation of the utilities, to be exact—the 





CHESTER T. CROWELL 
“The power executives took the position that 
they would prefer to try the issues before some 
more dignified court than the bar of public 
opinion—quite overlooking the fact that the 
bar of public opinion is the highest court in 
the land.” 
(SEE Pace 789) 


industry has maintained a policy of silence that 
has been broken only by the occasional voice 
of a bold spokesman who has been aroused 
to reply; among them have been included such 
leaders as Martin J. INsutt, Fitoyp L. Car- 
LISLE, Harry Rem and Paut Capp. 

* A 


Wit their group be increased as the as- 
saults upon the utility industry and upon the 
state public service commissions grow in num- 
ber and in vehemence? 

* 


Or will the utility industry maintain its 
policy of silence that may or may not be dis- 
creet, and remain inarticulate and dumb under 
fire? ¢ 

* * 

Anp if it pursues such a course, what will 
the effect be upon the public—particularly 
upon the voting public whose support at the 
polls is being sought by those office seekers 
who are leading the attacks upon the utility 
industry ? 

* * 

THESE are some of the pertinent questions 
that CHeEsTeER T. CRoweELL undertakes to 
answer in the leading article in this issue of 
Pusiic Uririties FortNI1GHTLY, beginning on 


page 789. 
> OK 


Topay, the author points out, the electric 
utilities are under fire in at least two-thirds of 
the forty-eight states; they are charged by 
certain politicians with extortion, bribery and 
dishonest manipulation of their books. 

* 


“In reply to this startling array of accusa- 
tions, the utility industry says very little,” ob- 
serves Mr. Crowett. “Are the charges then 


admitted ?” 
* x 


To this inquiry the industry answers sotto 
voce “No!” Yet at the same time it has not 
broadcast its case nor been generally stirred 
to counter-attack in its own defense. 

* * 


“Tue refusal of good men to fight in a 
righteous cause would lead straight to the 
domination of violent and unscrupulous gov- 
ernments” recently | observed G. F. Bruce. 


PaciFist contentions to the contrary, the 
American public loves a good fighter; it ad- 
mires a man who has the courage and the 
character to fight for his convictions, what- 


ever they may be. 
* * 


As Mr. CrowE Lt points out, the failure of 
(Continued on page VIII) 
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” Kardex Appliance Sales Record 
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WILLIAM W. TIRRELL 
“How can the utilities expect to keep the pub- 
lic confidence in commission regulation if they 
circumvent it with a maze of intercorporate 


a 


relations 
(See Pace 797) 


this utility industry to become articulate un- 
der fire may well lead the public to assume 
that its case is weak or that its champions are 
lacking in either convictions or courage. 

* 


THE time may well be approaching, the au- 
thor observes, when the utility industry will 
be forced to assume a more positive attitude 
toward its critics, not only for the preserva- 
tion of its existence but in the protection of 
its millions of security-owners and of the whole 
economic structure of which it is a part, and 
which is threatened by some of the more radi- 
cally-disposed agitators, who are regarding 
this period of depression as an opportunity 
for riding into public office on a wave of popu- 
lar distrust of the capitalistic system in gen- 
eral and of the utility corporations and regu- 
latory bodies in particular. 

= * 


Mr. CrowELL, the author, was born in Ohio 
in 1888, began his career as a newspaperman 
in Mexico; eventually joined the editorial 
staff of the New York Evening Post, and for 
the past few years has devoted himself to 
writing for the magazines, particularly for 
the Saturday Evening Post. 

* x 

Wrtram W. Trrrett (whose timely ar- 
ticle “The Right of a State to Regulate Inter- 
corporate Relations” starts on page 797), was 
secretary and chief accountant of the Public 
Service Commission of New Hampshire from 
1927 to 1930, and is now examiner for the In- 
terstate Commerce Commission—a position to 





PAGES WITH THE EDITORS (continued) 


which he has returned after a previous con- 
nection of ten years with that body. 
* * 


Mr. TrirRELL was born in Massachusetts in 
1868; studied law at La Salle Extension Uni- 
versity from 1916 to 1918 and at Harvard 
University from 1925 to 1926, and has since 
been engaged in public service work, includ- 
inf World War service as Federal auditor 
for the U. S. Railroad Administration. 

es 


OswaLtp West (see pages 806-809) was 
governor of Oregon and also chairman of the 
Railroad Commission of that state; he is a 
frequent contributor to this magazine. 

* 


FRANKLIN D. RooseEveLt (see pages 810- 
812) is governor of New York, and one of the 
leading candidates for the Democratic nomi- 
nation for the Presidency; his views on “How 
Will New York’s Progressive Proposals Af- 
fect the Investor?” assumes, therefore,'a par- 
ticularly significant aspect. 

* * 


Francis X. Wetcu (whose article “The 
Cry of the Taxicab for Regulation” starts on 
page 813) is a member of the staff of this 
magazine; JoHN T. LamsBert, who conducts 
the department “As Seen From the Side- 
lines,” is a newspaperman of Boston. 

* * 

“THe Minnesota Commission desires to 
congratulate Pusitc Urtiritres FortNiGHTLYy 
on the splendid work which it has done, and is 
doffig at the present time, in state regulation 
of the public utilities.” 

—Thomas Yapp, 
Secretary, Minnesota Railroad and 
Warehouse Commission. 
* x 

Ever since Ambassador FRrepericK M. 
SAcCKETT, at the International Congress on 
World Power in Berlin in 1930, stated that 
he knew of no other industry than the elec- 
tric “where the sale price is 15 times the 
actual cost of production,” controversy has 
raged as to just what the ratio should be. 

* *x 

Pusiic Urtititres FortnicgHtty has made 
a survey of this live question; the findings 
will be embodied in a series of articles by 
Nei M., Cvark, starting in an early number. 

* x 

Amonc the features in the coming issue of 
Pusiic Urtirities FortnicHtty will be “A 
New Role for the Domestic Consumer in the 
Utility Drama,” by Henry C. Spurr; “What 
the Worker Thinks of Private Ownership— 
and Why,” by Wuittnc WitiaMs, and “Cur- 
rent Trends in the Regulation of Power Com- 
panies,” by EttswortH NICHOLS. 

* * 


THE next number will be out July 9th. 
—TueE Errors. 
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WRIGHT TYPE WH ELECTRIC HOIST 


for minimum headroom installations 





The new Wright Type WH Electric Hoist is designed for 
installations where headroom conditions are such that no 
other type of electric hoist can be used. For example, with 
this hoist the minimum distance from the bottom of the 
I-beam to the hook on the one-half ton hoist is only 11 
inches and on the one ton hoist only 13 inches. By in- 
genuous design Wright Engineers have been able to meet 
minimum headroom conditions and still keep the hoist drum 
and sheaves of ample size to prevent excessive cable wear. 


The Wright Type WH Hoist also includes the features of 
the Wright Standard Electric Hoists — the 21 points of 
hoist superiority. A few of these features are: 


Push Button or Pendant Rope Control, optional 
at same price. | 
Tru-Lay Preformed Cable—longer life, more effi- 
cient, hugs closer to drums and sheaves than 
ordinary cable. 

Safety Type Limit Switch, Safety type load 


block, positive mechanical brake, oil bath lubri- 
cation, and heat-treated forged gears and pinions. 





WRIGHT MANUFACTURING COMPANY, 
BRIDGEPORT, CONNECTICUT ~ 
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MAGAZINE which goes each month to ion persons 
whose responsibilities entail a knowledge of corporate 
activity and corporate procedure. 


Not too abstruse, not too technical; rather, a practical medium of 
information which gives at first hand the inside working methods of suc- 
cessful corporations, both large and small. 


An all-star publication with such men as General W. W. Atterbury, 
President of the Pennsylvania Railroad; Frank L. Dame, President of The 
North American Company; John E. Zimmermann, President of United Gas 
Improvement Company; J. Edward Meeker, Economist, New York Stock 
Exchange; Francis H. Sisson, Vice-President of the Guaranty Trust Com- 
pany of New York; George E. Roberts, Vice-President of the National 
City Bank of New York; Donaldson Brown, Chairman of the Finance 
Committee of General Motors Corporation, etc., writing for its pages. An 
all-star publication because corporation officers, lawyers of reputation, 
accountants concerned with large operations read and depend upon— 
CORPORATE PRACTICE REVIEW! 


On the assumption that the Review would help meet many of the 
problems arising in your work, we would be glad to send sample copy on 
receipt of the coupon below. Kindly attach coupon to your letterhead. 


CORPORATE PRACTICE REVIEW, 60 East 42nd Street, New York City. 


Gentlemen: 


$5.00 covering twelve months’ subscription, but if it does not fit my needs nor interest me, I will return 


Please send me sample issue of your publication. 


your subscription memo* and there will be no obligation of any sort on my part. 


Name 
Firm Name. 
Mailing Address ( If different) 


City 


Title 





Address 


If it seems valuable to me, I will mail check for 








State 





*N. B.—Subscription memo will not be sent until sample number is mailed. 
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“My God, it talks,”” was the startled exclamation of one of the judges at the Phila- 
delpl:ia Centennial Exposition when he inspected BELL’S telephone apparatus; 1865. 
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Two steamers starting from mid-ocean began the task of laying the first Atlantic 


—_ 
— - 6G 
af 2 cable; 1858, 





Twelve hours were clipped off the time required for a word to travel between New 
York and Boston when the first telegraph line connected these cities; 1846. 





The first electric power plant in Europe was put into service at Dijon, France, with 
units manufactured in New York; 1883. 





LIEUTENANTS MAITLAND and HEGENBERGER demonstrated the possibil- & 
ity of trans-Pacific air travel when they completed their flight to Honolulu; 1927. V= 





te Chinese coolies along the line of the new railroad were stricken with terror at the 


approach of the first steam engine to carry passengers in the Flowery Kingdom; 1876. 


JULY RQ 


Daily airplane mail service was established between New York and San Francisco; 
1924. The first air-mail arrived in New York from Boston; 1926. 











NATHAN READ, designer of the first steam boiler for use in vessels, was born in 
Warren, Massachusetts; 1759, 





CHARLES T. HARVEY, builder of the first elevated railway, made his first trip 
over his road in New York in a one-man, cable-drawn car; 1868. 





Work on the Illinois-Michigan barge canal, which was to require six years to com- 
plete at an expense of over $9,000,000, was begun; 1836. 





red Telephones were first called “‘speaking telegraphs” because the word “telephone” at 


the time of BELL’S invention was used to indicate a type of speaking trumpet; 1845. 





The first application of electricity to railroad work was the use of the telegraph for 
the control of railway traffic; 1851. 





The principle of private ownership of utilities was given a stimulus when Parlia- € 
ment freed colonial merchandise from duty on shipments in British bottoms; 1646. 
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The New York Central inaugurated its second airplane and rail service between New 
York and Los Angeles which enabled passengers to make the trip in 46 hours; 1929. 











“When nature has work to be done she creates 
a genius to do it.” 
—EMERSON 
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“THE BUILDING OF THE TELEPHONE:” 
A MURAL DECORATION BY ALLEN TRUE. 
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The Inarticulate Utilities 


In the face of increasing attacks from those politicians who are striv- 

ing to make the “Power Question” a major campaign issue, the utility 

industry remains practically silent. In the following article the author 

—who is an experienced journalist—raises a timely and pertinent 

query: Does the industry propose to stand dumbly aside while its 

destinies are being decided in the Court of Public Opinion—or will it 
confront the issue squarely and present its case? - 


By CHESTER T. CROWELL 


, NuE history of business in this 
country is fairly sprinkled with 
records of tremendous losses 

due to failure to protect the good 
reputations of the enterprises that 
suffered. One does not need to cata- 
logue them; the examples are too 
numerous. Anyone can think of at 
least five, and even that small num- 
ber is ample to point the moral. 

In some cases the loss of good 
fame was justified by the facts but 
in virtually every instance the major 
portion of the losses came after pub- 
lic opinion had been inflamed by 
demagogic exaggeration. 

The executives of these businesses 
at first proceeded on their way silent- 


ly, however far from merrily. They 
took the position that they would pre- 
fer to try the issues before some more 
dignified court than the bar of public 
opinion—quite overlooking the fact 
that the bar of public opinion is the 
highest court in the land and that 
what they were planning was to ap- 
peal from this to the puny authority 
of a traffic court magistrate. 

No doubt the companies had excel- 
lent legal advice. And the trained 
legal mind quite naturally assumes 
that cases are first tried in a lower 
court while appeals go upward to the 
higher courts. 

However, when public opinion is 
involved, the process is confusingly 
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reversed. You start before the high- 
est judicial body and if you lose there, 
there isn’t any appeal. The whole 
procedure is backwards. 

For example, you may be tried for 
offenses not yet on the statute books; 
if found guilty, the statutes will be 
enacted later and the convicted de- 
fendant will suffer the pains and 
penalties therein provided. It is all 
very queer. Nevertheless, it is. Pre- 
cisely this procedure, all backwards 
and upside down, from the doctri- 
naire point of view of a constitutional 
lawyer, is what inflicted the death 
penalty on the saloon, to cite just one 
example. Several of the great mo- 
nopolies in restraint of trade also 
came finally to the block and axe by 
this process. They were first con- 
victed beyond the hope of appeal and 
the penalties were provided later. 
This was what hit the railroads more 
than a quarter of a century ago and 
we are still endeavoring to undo the 
harm resulting from some of the 
penalties and remedies. 

But business men under attack 
learn slowly, if they learn at all. 


B Bsc the electric light and power 
business, one of the largest key 
industries in this country and possi- 
bly destined to become without ex- 
ception the very largest, is under fire 
in at least two thirds of the forty- 
eight state legislatures as well as the 
national Congress. It is charged with 
extortion, bribery, partnership in 
dirty machine politics, violation of 
the anti-trust laws, and dishonest 
manipulation of its books to cover 
watered stock. 

In reply to this startling array of 
accusations the utility industry says 


very little. Are the charges then ad- 
mitted? 

Not at all. High executives sit at 
their mahogany desks and grind their 
teeth in rage. At their board meet- 
ings they may roar defiance and re- 
buttal. They quote statistics. They 
prove by the records of thirty years 
that efficiency and economy have 
brought them from nowhere to gi- 
gantic size in the face of militant, 
entrenched competition. They write 
monographs and pamphlets and 
brochures, setting forth the facts 
down to the last date and decimal 
point, and they give these learned 
documents to each other. They also 
make speeches, but before small bod- 
ies of conservative men. 

Yet for newspaper or magazine 
publication they have little or nothing 
to say. They would rather not be 
quoted. They might be misunder- 
stood by the public as criticising 
Senator Sorghum or reflecting upon 
Representative Razzem. Of course, 
it is their inalienable right as citizens 
to asperse both of these worthies as 
well as to state bluntly that their in- 
formation is at fault and their deduc- 
tions stupid and their motives subject 
to dark suspicion. They have just as 
much right to do that as the represen- 
tatives of the people have to find fault 
with them. But they don’t. Some 
way or another they hope to “get 
by.” If their principal tormentor in 
the Eighteenth Congressional District 
is a Republican they can be Demo- 
crats there; and if he is a Democrat 
in the Nineteenth District they can 
be Republicans there. They may beat 
him on the tariff issue or the wet-dry 
issue or the bonus issue. They may 
dismiss him as not very dangerous, 
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anyway, Owing to the natural ma- 
jority against him in the legislative 
body of which he is a member. 

In other words, they endeavor to 
squirm through the difficulty instead 
of fighting the issue. 


O F course, these executives are an- 

noyed and they are bothered and 
they are resentful, and when the 
charges are especially unfair they are 
furious. But they are not morally 
indignant. They think they are but 
they simply cannot be, because a man 
who is morally indignant has such 
an urge to speak out that he cannot 
remain silent. He is moved by a 
great moral force that gives him tre- 
mendous courage and faith. 

The gentlemen of the electrical in- 
dustry would do well to consider the 
record of their compatriots in the 
telephone business, another important 
public utility. Those people have al- 
ways faced the issue. Consequently 
when they won, it was not Senator 
Sorghum they defeated but the un- 
truth which threatened their welfare. 

As a newspaper editor and maga- 
zine writer I have, myself, criticised 
telephone companies, but I can say in 
their praise that they have never 
failed to reply. Moreover, they al- 
ways replied courteously and precise- 


e 


ly to the point at issue. The tele- 
phone business is now, I believe, the 
most complete monopoly in this coun- 
try but is it having very much trou- 
ble? 

Not that I notice. 

To be sure, we have the best tele- 
phone service on earth, but I observe 
with interest that nearly everyone is 
aware of that fact and surely every- 
one hasn’t tried the European service, 
as I have—and nearly burst a blood 
vessel. Evidently there has been some 
explaining in print on this point. 

Consider what a frightful difficulty 
the telephone executives faced in ex- 
plaining to the public that the more 
telephones there are in a given com- 
munity the higher the rate must be. 
That is exactly contrary to the usual 
rule of business that quantity reduces 
price. I gave them a terrific barrage 
of editorials the first time I encoun- 
tered an increase in rates on that 
ground. They whipped me with the 
facts and left me laughing at my ig- 
norance. They answered me person- 
ally and in print within forty-eight 
hours. 

No growling, no law suits, no pol- 
itics. They were fighting the issue. 

And they have won every fight of 
theirs of which I have any knowledge 
over a period of twenty years. 


under fire in at least two thirds of the forty-cight state 


q “Topay the electric light and power business . . is 


legislatures as well as the national Congress. 


It is charged 


with extortion, bribery, partnership in dirty machine poli- 
tics, violation of the anti-trust laws, and dishonest manipu- 
lation of its books to cover watered stock. In reply to this 
startling array of accusations the utility industry says very 


little. 


Are the charges then admitted?” 
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HH” different this is from the rec- 
ord and policy of the electric 
light and power utilities! I can say 
from my own personal experience 
that the higher executives usually re- 
fuse to give authorized interviews and 
that some of the highest who could 
speak with the greatest authority can 
scarcely be seen at all. They are 
eager to give the facts, and at the 
same time they are afraid to give 
them. At any rate I judged that they 
were afraid because they acted that 
way. And what facts they have to 
give! 

There has been nothing slip-shod or 
helter-skelter about the growth of the 
electrical industry. Their records are 
available. When you ask them a ques- 
tion they can answer with the figures. 
I know, because I have asked, and 
they have answered. 

Let’s go over a few of the charges 
against them and see what the answers 
are. 

Begin with the allegation of exorbi- 
tant rates; the electric utilities com- 
pete with coal, gas, oil, and every oth- 
er fuel in selling their form of power. 
They have no power monopoly and 
can’t possibly have unless they whip 
every competitor off the face of the 
earth. And how would they do that? 
Why, by giving better service at 
cheaper rates. And that is how they 
are growing. On the basis of their 
achievements during the past ten 
years it appears reasonably probable 
that their already enormous capacity 
may double within another ten years. 
And that is because their rates for 
power have been going down steadily 
while the reliability of their service 
goes up. Exorbitant rates would gain 
them nothing. They have a possible 


market beyond estimate. They create 
this market by lowering rates! 


AS to violation of the trust laws, 
either in spirit or fact, the elec- 
trical utilities are engaged in vigorous 
competition with other forms of pow- 
er, and while they are usually monop- 
olies in any one territory, they are un- 
der governmental regulation and have 
been from the beginning. Those leg- 
islators who demand government 
ownership of these utilities are really 
indicting the regulatory bodies of 
their own creation. Moreover, they 
are in the absurd position of saying: 

“We have proved that we are not 
able to regulate and on this record we 
demand that we be authorized to op- 
erate.” 

What is worse, for this argument, 
there is already an appalling record of 
failure in government operation. Still 
worse, the most efficient operation of 
the present day depends upon great 
central generating stations with trans- 
mission wires radiating in all direc- 
tions regardless of municipal bounda- 
ries or state lines. Local plants can- 
not compete with these central sta- 
tions, and they are far less reliable. 


SB we there is the charge that in 
Canada and elsewhere govern- 
ment operation gives the householder 
a lower rate than in our country with 
identical conditions. 

Sometimes it does. But, if so, in- 
dustry pays the difference. 

The American plan is for each user 
to pay for what he gets. The acid 
test is that on this basis the average 
rate for the entire output of kilowatt 
hours is lower in the United States. 
The figures show this. Probably if 
we had government operation the 
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The Penalty Paid by the Utilities for Their Retreat 
Into the Silences 


“_ F improper means were used in spreading 
propaganda, the public utilities execu- 
tives ought to admit it, correct the error, and 
Instead they have 
put their tails between their hind legs and re- 
treated into silence under a barrage of accusa- 
tion, much of it based upon honest misinfor- 
mation. What have they gained by this? Only 
a redoubling of the efforts of their accusers.” 


proceed with better means. 








American householder would also 
get a lower rate because he has more 
votes than the factory owner. But 
a great many American industries ex- 
ist because of cheap electric power. 
Suppose the householder saved 50 
cents a month on his electric light bill 
but lost his job. That wouldn’t help 
a great deal, would it? 


A‘ for the charge of dishonest 
manipulation of the books, that 
ought to be laid directly at the door of 
the regulatory bodies. That is their 
business. They cannot possibly 
escape the responsibility. Here again, 
the demand for government owner- 
ship as a remedy indicts the govern- 
ment. 


_ beyond all of these charges, 
the industry has a right to plead 
its tremendously important part in 
making ours a great industrial na- 
tion. The skilled American work- 
man today has a motor-driven tool. 
The motor is usually much more 
powerful than his right arm. Conse- 
quently his output is greater than 
that of his foreign competitor. The 


result is that he earns more. 

I have recently examined some sta- 
tistics that I find very exciting be- 
cause they tend to show that the dif- 
ference in the average wages of 
skilled workmen in Europe and this 
country is almost exactly the differ- 
ence between the amounts of electrical 
energy used in industry. 

To be more specific, if the electri- 
cal energy used here is double that 
used in the European country, the 
wage is double also. So many other 
factors enter into such a comparison 
that one must hesitate to reach dog- 
matic conclusions but there is some- 
thing more than coincidence in these 
figures. Time will tell us much on 
this subject but at least the statistics 
are indicative of something tremen- 
dously important. Why wouldn’t a 
man with five to fifty man-power of 
mechanical energy at his command be 
worth approximately that much more 
than a fellow depending oniy upon 
his own back and elbow for power? 
It sounds reasonable at first glance, 
and the figures are worth further 
analysis. 
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HERE is also the steady extension 
of electrical service to the farm. 
No other country has any such 
achievement to its credit—and our ef- 
forts are just barely begun. As a 
matter of fact, government ownership 
everywhere on earth has done nothing 
to advance the sciences upon which 
this industry depends, nor has it cre- 
ated new markets either by bold ex- 
tensions or offering new facilities. It 
takes what it finds and operates that. 
If it eventually borrows new machines 
or methods that private industry has 
created elsewhere it exhibits thereby 
its peak of energy, wit, and initiative. 
Meanwhile the privately operated 
plants in this country perform new 
miracles annually by getting more 
power from their fuel and transmit- 
ting it longer distances. The sensa- 
tional advances in applied science for 
which this industry has paid the in- 
ventors and scientists account for its 
ability to give lower rates, and get 
more business. 


ow, why can’t the executives step 
forward and say these things 
over their own signatures? 

Personally, I suspect that it is be- 
cause of the drubbing they received at 
the hands of the Federal Trade Com- 
mission beginning about three years 
ago. Testimony at that time indicat- 
ed that some of them had been mak- 
ing an endeavor to inform school chil- 
dren and college students about the 
nature of their industry. This was 
called “propaganda.” 

So it was. But since the World 
War propaganda has come to mean 
lies. The industry needed honest 
propaganda then and it needs more of 
it now. Every great, basic industry 


that is growing rapidly in this rapid- 
ly changing world of today needs edu- 
cational propaganda to interpret itself 
to the public. One of the chief dan- 
gers of our mechanistic economic 
structure is that the people who en- 
joy its facilities may not understand 
them sufficiently to give them secu- 
rity. They are appallingly vulnerable 
not only to physical attack but to at- 
tack by state legislatures. You can’t 
build walls around the public utilities. 
They are entirely dependent for their 
security upon public understanding 
and goodwill. Propaganda is the 
proper means for their protection. 


| F improper means were used in the 
spreading of this necessary propa- 
ganda the public utilities executives 
ought to admit it, correct the error, 
and proceed with better means. In- 
stead they have put their tails between 
their hind legs and retreated into si- 
lence under a barrage of accusation, 
much of it based upon honest misin- 
formation. What have they gained by 
this? Only a redoubling of the ef- 
forts of their accusers. Such energy 
is now enlisted in this campaign that 
the “Power Trust” is listed high 
among the paramount issues of the 
coming presidential campaign. 

Just what is the “Power Trust?” 

No one names it. Surely it ought 
to have a name and address. The 
packing trust had names and addres- 
ses. So did all the others that have 
been chased and harried from time to 
time. This one, alone, has the unique 
distinction of no name, no address, no 
personality. We are evidently to have 
heroes all over the place and no vil- 
lain. I think the villain ought at least 
to have his picture in the rotogravure 
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“THE privately operated plants in this country perform 


new miracles annually. 


The sensational advances 


in applied science for which this industry has paid the in- 
ventors and scientists account for its ability to give lower 
rates, and get more business. 
tives step forward and say these things over their own 
signatures? Personally, I suspect that it is because of the 
drubbing they received at the hands of the Federal Trade 
Commission beginning about three years ago.” 


section. The “Power Trust” is too 
nebulous. It is like a ghost. The fact 
that a paramount issue can be built 
around the intimation that this ghost 
exists is significant. It shows the dan- 
ger of inadequate understanding of 
our economic structure. If the whole 
public really understood this confus- 
ing, evoluting, mechanistic structure 
they would see at once that the ghost 
ought to have a name and address. 
But they don’t understand and conse- 
quently they are inclined to believe in 
ghosts. 

If that doesn’t indicate the need for 
propaganda I don’t know what would. 


Se electrical utilities have tried 
silence and this is the happy point 
to which it has brought them. They 
are now facing the early stages of a 
coming period of hysteria. That is 
made abundantly evident by a flood of 
legislation of an alarming nature now 
pending in all parts of this country. 

Let me cite just one bill of recent 
date to characterize the flood. This 
bill provides that no one in the em- 
ploy of an electric power and light 
company may hold public office. 
Think of that! 

The electrical utilities are too dan- 
gerous to be granted the full rights of 
citizenship. When bills of this kind 


e 


Now, why can’t the execu- 


can come before state legislatures the 
mob is forming. Unless wise counsel 
prevails it will soon be in full cry. 
Then we shall see the hair and hide 
and feathers fly. No time for argu- 
ment during that period. When that 
time comes all you can do is wait for 
the storm to cease and then repair the 
damage. With good fortune you may 
be able to resume the forward march 
some ten years later. 


f Ben trouble with the highest ex- 
ecutive heads of the electric light 
and power utilities is—at least so it 
seems to me—that they are resentful 
of all this, but resentful only as busi- 
ness men. They are still thinking in 
terms of dollars, safety, caution, and 
“getting by.” They are angry but 
they lack moral indignation. They 
are indignant as vice presidents or 
chairmen of boards, but not as citi- 
zens. . 

For at least ten years Americans in 
all walks of life have been losing their 
capacity for moral indignation. And 
that is the only sort which can do any 
good. What has been happening to 
us for a long time is that we drift 
toward a new and lower standard that 
allows us to become indignant in 
terms of dollars instead of morals and 
good citizenship. If we are damaged 


795 








PUBLIC UTILITIES FORTNIGHTLY 


in the sum of two dollars we become 
angry two dollars’ worth. If the fel- 
low across the street is damaged, it 
doesn’t seem to concern us greatly. 
That would call for moral indigna- 
tion. 

The surest proof that this is hap- 
pening to us is that if we are sub- 
jected to outrageous injustice but es- 
cape without loss we are in high good 
humor. We are so pleased with our 
shrewdness that we quite forget the 
injustice and do nothing about it. 
Such a mental attitude cannot fail to 
lead to the very ills which at present 
plague the body politic as well as eco- 
nomic. When the capacity for moral 
indignation declines a similar depre- 
ciation in the sense of personal dignity 
follows inevitably. We are identified 
by our work and it becomes a part of 
our personality. When our craft, our 
business, our profession is subjected 


to attack the wound must reach our 
innermost ego. There is where the 
hurt should be felt. Then we gener- 
ate moral indignation. And having 
done that we cannot remain silent 
indefinitely. 


W: will address ourselves to all 
proud men who esteem justice 
and honor achievement. What’s more, 
they will respond. They have never 
failed. The worried trustee for in- 
vested dollars that are in jeopardy 
creates the suspicion by his cautious 
silence that the accusations are true. 
Let him identify himself with the 
work of those dollars and speak as an 
honest, toiling man, who resents and 
repudiates the charges on his own be- 
half regardless of whether the threat- 
ened loss be fifty cents or fifty mil- 
lions and he shall have a hearing be- 
fore a fair jury of his peers. 





According to the Newspapers— 
THE postal deficit this year will be $140,000,000. 


* 


* 


THERE are 580 operating companies in the electric traction industry 


in this country. 
a” 


* 


THERE is only one fatality to every 193,000,000 passengers carried 


on U. S electric railways. 
* 


Ra 


STANDARD sleeping car fares in the United States are less than second 


class sleeping car rates in Europe. 


* 


* 


Tuomas A. Edison is credited with the origination of the term 
“Hello” as applied to telephone conversation. 


* 


* 


THE average freight “train load” of the United States railroads has 
more than quadrupled during the past generation. 
* * 


Asout 140,000,000 gallons of alcohol could be made annually, at a 
cost of 25 cents a gallon, from the waste natural gas in an Alberta 


field. 
* 


* 


Durinc the last three years American railroads have transported 
1,500,000,000 pounds of high explosives without loss of life or personal 


injury. 
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THE RIGHT OF A STATE TO REGULATE 


Intercorporate Relations 


Will the crisis in New Hampshire lead to 
another Smyth v. Ames Case? 


By WILLIAM W. TIRRELL 
FORMER SECRETARY NEW HAMPSHIRE PUBLIC SERVICE COMMISSION 


VER since the establishment of 
k the first real regulatory body 
by the state of New York, in 
1907, courts and commissions have 
been busy grinding out thousands 
and thousands of opinions, orders, 
and decrees that attempt to define 
the limitations of utility regulation. 
Viewing these decisions in a 
broad way, we can easily see that a 
vast majority of them deal with de- 
tailed refinements of certain major 
or landmark decisions. Most of them 
are important enough, of course, to 
the parties involved, and even as 
establishing fine points of regulatory 
law in a particular state. But it is 
remarkable how few real outstanding 
landmark decisions there are. 


|. egee with the proposition 
that public utility property must 
be estimated at its present value, 
which was established in the famous 
Smyth v. Ames Case, we find proba- 


bly a dozen decisions that establish 
or touch on points of equal or even 
comparative importance. That is 
why strict attention should be paid 
to a heated controversy that is slow- 
ly coming to a boil in the state of 
New Hampshire. Whether we pay 
any attention to it or not, the fact 
remains that certain regulatory liti- 
gation now pending in New Hamp- 
shire involves points that are equal 
in every way in importance to the 
valuation rule laid down in Smyth v. 
Ames; it involves points which prom- 
ise to have a vital bearing upon our 
state and national regulatory policies 
in the future. 

Primarily this controversy involves 
the people of New Hampshire. To 
them it has been important enough 
to create an issue that was largely re- 
sponsible for the nomination and 
election of the man who is today the 
governor of that commonwealth, 
John Gilbert Winant. 
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[ wy in a few words, are some 
of the phases of this regulatory 
issue which vexes the good people of 


the Granite State: 

( Has a state the authority to 
I. regulate the financial structure 

of a utility operating within its bor- 

ders, or are such matters necessarily 

within the managerial discretion of 

the utility’s directors? 


( ) Has a state any lawful power 
Qe to compel the responsible exec- 
utives of a foreign holding company, 
which controls subsidiary utilities 
operating within its borders, to ap- 
pear before its commission and give 
evidence as to the details of the inter- 
corporate relations existing between 
the parent and child? 


( ) Finally, has the state any law- 
4. ful power to compel the of- 
ficials of such operating subsidiaries 
to produce for its inspection, cor- 
porate records bearing upon such in- 
tercorporate relations? 


These are points that are specifical- 
ly raised in the New Hampshire con- 
troversy. They are points that have 
never before been definitely settled by 
courts of superior jurisdiction and 
points that are by no means of ex- 
clusive interest to New Hampshire. 


Wu the daily trend towards na- 
tional and even international 
consolidations of our larger utility 
systems, the problem of who is to 
regulate the holding company, if at 
all, becomes more pressing. Will 
state regulation yield to Federal au- 
thority, or will Federal regulation 
share the responsibility with the 
states? And in the latter event, 


where will state jurisdiction leave off 
and Federal control commence? 

Every day it seems more probable 
that the ultimate disposition of the 
New Hampshire problem will answer, 
rightly or wrongly, many and possi- 
bly all of these questions. 

Let us look into the facts of this 
matter, taking care to preserve the 
attitude that they merely furnish a 
good concrete example of what may 
happen; indeed, of what will happen 
in many other localities. 


A’ present, practically all the 
electric utilities in New Hamp- 
shire are owned and managed by four 
holding companies. 

One day late in 1927 (on Novem- 
ber 26th to be exact), the author of 
this article, then acting in the ca- 
pacity of chief accountant for the 
New Hampshire Public Service Com- 
mission, ran over to the general of- 
fices of one of these companies in 
another state and made a limited ex- 
amination of the accounts and records 
of the New Hampshire properties 
owned and managed by that concern. 

I discovered, and reported back to 
my commission, what I felt to be cer- 
tain irregularities—“irregular” in the 
sense that the accounts did not con- 
form to the regulations adopted by 
the commission pursuant to New 
Hampshire law. Whether or not the 
company’s practice was actually un- 
lawful still remains to be seen. There 
seems to be doubt over a number of 
the legal points involved, and no one 
can say with any assurance, until the 
Federal courts have spoken the final 
word, whether or not the company 
was in fact acting within its legal 
rights and whether or not the com- 
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mission would exceed its lawful pow- 
ers in attempting to control these 
practices. It is only fair to assume 
that this company thought that its ac- 
counts and records were properly kept. 

I found that the holding company 
was not acting in conformity with 
the New Hampshire commission’s 
avowed policy as it then existed. The 
commission thought so too, and out 
of this situation grew the present 
problems which remain unsolved, and 
the present inquiry of this company’s 
operating subsidiaries now being con- 
ducted before the New Hampshire 
commission. 


uT to come directly to the point; 
here is what the company was 
attempting to do: 

A statute of New Hampshire 
(Chap. 241, §§ 1 to 9) forbids any 
public utility operating in that state 
to issue, without the consent of the 
public service commission, any se- 
curities “payable more than twelve 
months after date thereof.” 

The converse of this proposition 
means, of course, that securities paya- 
ble within one year were, prior to a 
new law passed in 1929, a matter en- 
tirely within the discretion of the 
utility's own management and—by 
the same token—none of the commis- 
sion’s business. 

One of the loopholes in such laws, 
which, by the way, exist in many 


e 


states, is that the consent of the com- 
mission must be secured by the local 
utility company for the issuance of 
long-term bonds, but such bonds may 
be called, in the discretion of the 
management, without referring the 
matter to the commission in any way. 
When such bonds are called, the local 
company naturally must secure funds 
with which to pay the old bondhold- 
ers at the call price, which usually 
includes a premium above par. The 
local company, if a child of a parent 
holding company in another state or 
even in the same state, may borrow 
this money at whatever rate the par- 
ent company chooses to fix for the 
loan. Thus a 6 per cent bond issue 
may be transferred into an 8 per cent 
loan. The transaction places the 
parent company in the shoes of the 
old bondholders and the interest rate 
may be the same or it may be higher 
or lower. If higher, the parent com- 
pany draws upon the revenues of the 
local company a sum in excess of the 
interest requirements paid the old 
bondholders. 

This is a very simple financial 
transaction, of course, but neverthe- 
less it serves as one of the more fa- 
miliar illustrations of the manner in 
which the parent company, without 
the commission’s consent or approval, 
may increase the financial burdens of 
the local utility company, if it wishes 
to do so. 


lation more effective and more successful would ultimately 


q “Any action or policy that would make commission regu- 


redound to the benefit of the utilities themselves. 


W hat, 


then, is the wisdom of a utility policy which seeks to ham- 
per and hamstring the effectiveness of commission control, 
even though it be done lawfully?” 
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F the local company, to secure this 

loan from the parent company, 
chooses to issue bonds, payable at the 
end of one year, that transaction also 
is beyond the state commission’s juris- 
diction in most states. That issue 
might be carried by the local com- 
pany on its books as “securities ma- 
tured, unpaid,” assuming that the 
bonds are never offered to the public. 
Questions of financing such loans and 
of refinancing such securities have al- 
ways raised interesting problems from 
the angle of regulation. <A set of 
facts similar to these occurred in 
New Hampshire. 

The commission took the position 
that the utility should petition for 
authority to finance these obligations, 
because they in turn were created to 
finance old obligations covering more 
than a year. 

The holding company’s officials 
took the position that such financing 
practice was a matter of managerial 
discretion, and more specifically that 
the loan was on “open account” and 
not subject to the review of the com- 
mission. 


ee, the commission, in the 
spring of 1930, hired a _ well 
known Boston utility expert to go 
over the rate structures of the utili- 
ties operating in New Hampshire giv- 
ing particular attention to both rates 
and financial structures. The next 
move came from another department 
of the state government. 

The state insurance commissioner 
was familiar with the controversy 
between the public service commis- 
sion and these utilities, and had at- 
tended some of the conferences with 
the attorney general. Accordingly, 


when a Massachusetts corporation 
holding the entire capital stock of the 
New Hampshire properties, adver- 
tised a new $20,000,000 security 
issue, the insurance commissioner 
forbade the sale of any of the securi- 
ties in New Hampshire. 

This brought matters rapidly to a 
head. Shortly after that the public 
service commission summoned not 
only the executives of the New 
Hampshire operating subsidiaries, 
but also some of the executives of 
some of the holding companies, in- 
cluding the parent, itself, to appear 
at a hearing at Concord. The utility 
organization applied to the Federal 
court to restrain the New Hampshire 
commission from exercising such 
jurisdiction over itself and its sub- 
sidiaries and officials. It was sus- 
tained as to the foreign holding cor- 
porations and their officials, but the 
court’s decision left the New Hamp- 
shire commission free to investigate 
the affairs of the utilities operating 
within the state. 

Thereupon, the commission organ- 
ized its investigation program which 
is still going on. What has been the 
result to date of this inquiry? 

Analysis of all the testimony points 
to four general facts: 

1. That New Hampshire proper- 
ties are actually controlled by officials 
residing outside of the state through 
an elaborate system of intercorporate 
relations. 

2. That the cloud of corporations 
makes an investigation of utility af- 
fairs by the state commission difficult 
and allows the holding company to 
escape as far as possible the latter’s 
regulatory jurisdiction. 

3. That a small group, through 
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The Three Major Regulatory Questions 
In a Nutshell: 


I. 


within its borders? 


Has a state the legal right to swmmon the 
© executive of a foreign holding company 
which controls subsidiary companies operating 


within its borders? 


3 Has a state the power to order produced 
¢ the corporate records bearing upon such 


intercorporate relations? 


Has a state the authority to regulate the 
financial structure of a utility operating 








ownership of the only class of voting 
securities controls the properties, and 
that other owners of securities have 
no voice in the control or manage- 
ment of the properties over which 
their investments are a lien. 

4. That the operating expenses of 
operating subsidiaries are burdened 
with fees, and other payments to af- 
filiated companies for equipment and 
managerial, engineering, and other 
services not subject to the scrutiny of 
the state commission. 


ing accuracy of these conclusions 
is, of course, a matter of opin- 
ion. 

I do not say that anything the 
officials of these utilities did was un- 
lawful. Nothing that is within the 
whole law can be contrary to the 
whole law, even if it succeeds in 
avoiding the application of a particu- 
lar part of the law. I do not pre- 
sume to question the motives of these 
utility officials in erecting this vast 
closely connected consolidated system 
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on either moral or legal grounds. 
I am just wondering what good 
this type of corporate policy is going 
to do the utilities. I am wondering 
from a purely practical viewpoint. 
Furthermore, I do not mean to be 
understood as even criticizing these 
utility executives. I merely take New 
Hampshire as an example. The same 
situation exists in a number of other 
states throughout the country. 
Why? 


O'* course, it goes without saying 
that consolidation of itself is in- 
dispensable under modern business 
conditions. It goes without saying 
that the merging of widely scattered 
operating units into a single system 
gives rise to numerous economies. If 
that were the sole reason for the crea- 
tion of such systems, commission and 
ratepayers alike would bless aloud 
each new combine. 

Let us assume that such is the only 
reason. Why, then, should these 
officials of such combinations refuse 
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to submit to the jurisdiction of the 
commissions. 


IND, I am not saying these of- 

ficials in New Hampshire were 
wrong in standing on their legal 
rights. The Federal court sustained 
those rights and it is, therefore, not 
for anyone to say that they were 
not justified in refusing to submit 
to the New Hampshire commission, 
and in refusing to produce records 
asked for. But what honestly puzzles 
me is why they elected to take such 
a course—looking at the matter in a 
businesslike manner. 

Back in 1907 when the idea of 
commission regulation was first gen- 
erally introduced, many of the utili- 
ties fought against it. Today, both 
the utilities and their critics seem to 
agree that if regulation fails, then 
government ownership is the obvious 
alternative. 

It ought to follow from this that 
any action or policy that would make 
commission regulation more effective 
and more successful would ultimately 
redound to the benefit of the utilities 
themselves. What, then, is the wis- 
dom of a utility policy which seeks 
to hamper and hamstring the effec- 
tiveness of commission control, even 
though it be done lawfully? 

What is to be gained by failing to 
cooperate with the state commissions? 


I HAVE pondered these two ques- 
tions long and often: 

1. Are these utilities honestly 
afraid to trust themselves to the con- 
trol of the state commissions? 

2. Have these utilities something 
to conceal ? 

If the state commission is corrupt 
or incompetent, it is the duty of the 


utilities to wage an endless fight to 
correct, through legitimate legislative 
channels, the abuses they deplore. If 
the utilities do not believe in the 
theory of regulation at all, they 
should present a constructive and 
economically sound substitute for 
commission regulation. But to with- 
draw part of their affairs from the 
control of a regulatory body that 
they do not trust only leaves the bal- 
ance of their affairs at the mercy of 
that body. It gives politicians an op- 
portunity to accuse them of defying 
the spirit of regulation, and will in- 
evitably result in adverse action by 
the state legislature and other admin- 
istrative bodies. 

I find it difficult, however, to 
believe that these New England utili- 
ties have tried to run away from 
state regulation because they were 
honestly afraid of it. On the 
other hand, these and most all other 
utilities profess to welcome regula- 
tion. They constantly reply to polit- 
ical attacks (and rightly so) that 
they are subject to public regulation. 
But how can they expect to keep the 
public confidence in commission regu- 
lation if they circumvent it with a 
maze of intercorporate relations? 
How can these utilities hope to con- 
vince voters that they are being ef- 
ficiently regulated when they point to 
the state commissions with their 
right hand as a sufficient guardian of 
public interest, while their left hand 
is engaged at the very same time in 
the creation of a cloud of corporate 
bodies which are obviously designed 
to remove the actual managing pow- 
ers of the operating utilities as far as 
possible from under the commission’s 
control ? 
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oye matter is not going to end 
in New Hampshire. There will 
be more state commission inquiries. 
And there will be more election issues 
raised as a result of the inquiries 
similar to the one that elected the 
governor of New Hampshire last No- 
vember 4th. It seems to me that util- 
ity executives all over the country 
should take their cue from the New 
Hampshire controversy, and cut the 
ground under their political oppo- 
nents now while there is yet time by 
taking the following steps: 

First: If you have anything to con- 
ceal, if there is anything about your 
corporate accounts or financial struc- 
tures that you are ashamed to have 
the public know, in the name of heav- 
ens, clean house now before the cy- 
clone of investigation sweeps you into 
the position of a political target. 

Second: If your corporate consoli- 
dations are conceived in the interest 
of operating economies, be prepared 


to show it—to demonstrate with plain 
figures how much money is saved by 
the merger, and who receives the 
benefit of such savings. 

Third: If an investigation does 
come your way, show your confidence 
in regulation by cooperating with 
state officials to the fullest extent of 
your ability, even though the law does 
not compel you to do so. Do not be 
silent when silence implies guilt. Do 
not stand on legal technicalities when 
frankness would gain the friendship 
of the public and the sympathy of 
your investigators. 

If commission regulation is the 
only thing that stands between the 
utilities and government ownership, 
the utility company that does any- 
thing to impair the effectiveness of 
such regulation, or the confidence of 
the public in it, is in the same posi- 
tion as the foolish man in a tree who 
tries to saw the limb from under him- 
self. 











Facts About the State Commissions 


In fifteen states the commissions have no control over heating utili- 


ties. 
* * 


ELEVEN state commissions are not authorized to regulate water utili- 


ties. 
* * 


Five state commissions have no control whatever over electric light, 


heat, and power utilities. 
+ + 


HypRoELECTRIC generation does not come within the regulatory 
authority of ten state commissions. 
x* 


Onty New York and Oregon give utility commissioners the legal 
right to examine records of a holding company. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


R. C. O’Brien 
Humorist. 


Davip SARNOFF 
President, Radio Corporation 
of America. 


Epwin GruHL 
Vice president, The North 
American Company. 


FranK McMANAMY 
Member, Interstate Commerce 
Commission. 


GrraLp P. Nye 
U. S. Senator from 
North Dakota. 


FLoyp W. Grssons 
Author and economist. 


Joun Sparco 
Author and former socialist. 


WititrAmM Harp 
Magazine and newspaper 
writer. 


E.isHa LEE 
Vice president, Pennsylvania 
Railroad. 


Ep Howe 
Journalist and philosopher of 
Kansas. 


—MoONTAIGNE 


“Don’t fire until you see the red ink on the books.” 


¥ 


“Commercial television is just around the corner.” 


> 


“The electric dollar has still double the buying power 
of the cost-of-living dollar.” 


¥ 


“The competition between the railroads and the trucks 
is one of service rather than of rates.” 


oa 


“Public utilities is the most important issue today, and 
I look for it to be the big issue in 1932.” 


* 
“The stock exchange has become the mightiest power 
in the land for molding public opinion. It has been 
turned into a great national Monte Carlo.” 


- 


“Where government ownership and management are 
most extensive, there poverty, degradation, and despair 
are greatest.” 


e 


“Our power companies are plundered in the field of 
politics in order that they may be permitted to plunder 
in the field of economics.” 


¥ 


“The physical plants of the railroads are still our 
most important and valuable means of transportation, 
and seem likely to remain so indefinitely.” 


¥ 


“Before submitting to a dangerous operation, making 
an important investment, voting bonds, or going to war, 
consult an intelligent Conservative.” 
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Fioyp W. Parsons 
Economist and writer. 


NIKOLA TESLA 
Scientist and inventor. 


Mitton R. STAHL 
Chairman, Missouri Public 
Service Commission. 


Frep W. SARGENT 
President, Chicago and North- 
western Railway Company 


Grorce W. Norris 
U. S. Senator from Nebraska. 


Witiram H. Hopce 
Vice president, Byllesby Engineer- 
ing and Management 
Corporation. 


Cuartes T. CATEs, Jr. 
General counsel, Tennessce Public 
Service Company. 


Joun F. Giicnrist 
Vice president, Commonwealth 
Edison Company. 


J. E. ZIMMERMAN 
President, United Gas Improve- 
ment Company. 


“One of these days the public will conclude that if 
private business cannot run itself in satisfactory fashion, 
perhaps it would be a good thing to adopt some other 
plan.” 


¥ 


“I positively expect that within the next decade new 
sources of energy will be opened up which will put at 
the disposal of mankind everywhere power in unlimited 
amounts,” 


* 


“Tf utilities live in a glass house they should open it 
to the gaze and inspection of the multitude; there is less 
chance that the press, the publicist, and the people will 
throw stones.” 


* 


“The greatest possible impetus to the revival of busi- 
ness would be definite knowledge that the government 
intended to maintain a sacred regard for the rights of 
private property.” 


v 


“This power trust is actively in politics. They will 
have more to do with the controlling of the national 
conventions of the two great parties than any other one 
influence. They never sleep.” 


- 


“Masked in the attack on a nonexistent power trust 
is a well organized and determined effort to . . . 
deny the right of free speech destroy the right 
of the individual to own property.” 


Aa 


“It is my opinion that government competition—the 
Soviet idea—is deadly to personal and private initiative 
or endeavor, and that when the government enters the 
field of business, private business must move out.” 


¥ 


“The impression the radicals try to give is that they 
(the utilities) are owned by a few very rich people of 
predatory tendencies. As a matter of fact, they are 
perhaps more widely owned than any other businesses in 
the country.” 


> 


“It is only since regulation that the electric and gas 
industry has succeeded in obtaining a proper proportion 
of money required for capital expenditures by the sale 
of junior securities of preferred and common stocks, 
thus releasing earnings to be paid in dividends to in- 
vestors.” 
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An Extraordinary Legislative 


Deadlock on Water Power 
The Situation in Oregon Today 


THE “power issue” has entered politics with both feet in the Beaver 


State. 


Not content with the abolishment of their public service com- 


mission and the substitution therefor of a one-man commission (see 
Pustic Utitities Fortnicutty of April 30th), some of the voters 
of Oregon are now seeking to curtail the development of the private 
electric companies and enter upon an era of state ownership and opera- 


tion. 


The situation, which has now become acute, is symptomatic of 


what may confront the utilities in other states where regulation has 
been drawn into the arena of political agitation. 


By OSWALD WEST 


EX-GOVERNOR AND FORMER CHAIRMAN OF THE RAILROAD 
COMMISSION OF OREGON 


LTHOUGH Oregon was one of 
A the first of the states to adopt 
forward-looking laws so far as 
the control and disposition of her hy- 
dropower resources is concerned, she 
has been recently hit by such an epi- 
demic of hydroelectric hysteria as 
would be laughable were it not about 
to prove so costly to the state. 

It has been estimated that the state 
has within her boundaries potential 
hydropower amounting to around 
6,000,000 horsepower—95 per cent of 
which stands undeveloped. 

All but a small amount of this de- 
velopment has been the work of pri- 
vate enterprise. Around 3} per cent 


of our hydropower resources have 
been actually developed and the proj- 
ects thus command vested water 
rights. An additional 1} per cent is 
in the process of development and 
with water rights fully protected. 
This means that only 5 per cent of 
such resources has passed into the 
hands of the private power interests. 
This 5 per cent control has required 
over fifty years of progressive en- 
deavor on the part of these private 
interests. Their control and progress 
have been at the rate of one per cent 
a decade. Should the gates be thrown 
open to them, and their future prog- 
ress be in line with their past, it will 
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take them ninety-five decades, or nine 
hundred and fifty years, to secure con- 
trol, and put to a beneficial use the 
remaining 95 per cent, or undeveloped 
portion, of our state’s hydropower 
resources. 

It would seem, therefore, offhand 
at least, that the state is in no great 
danger of having this splendid re- 
source suddenly gobbled up by the 
“Power Trust.”’ 


was in 1909 that the state adopt- 
ed a water code which provided 
for the proper control and disposition 
of her water resources and the record- 
ing of all water titles in the office of 
the state engineer. This code, which 
has been strengthened from time to 
time, has thrown every protection 
around the waters of the state, yet 
permitted by the law of the land. Fur- 
thermore, this code encouraged a ben- 
eficial brand of hydrodevelopment. 
In the granting of permits the great- 
est use for the greatest number was 
always favorably considered. The 
state engineer and the state reclama- 
tion commission had full power to ex- 
ercise their judgment in all matters 
where the public interest was con- 
cerned. 

That the state’s water code offered 
the public every protection, and was 
fairly administered, no one familiar 
with its history will deny. Yet poli- 
ticians and newspapers set about to 
spread the false alarm that the state’s 
hydropower resources had practically 
all passed to the control of the “power 
trust” and that nothing but immediate 
and drastic action could save the little 
remaining. 

The people apparently were con- 
vinced. They elected, in 1930, a gov- 


ernor and a legislature chosen and im- 
pressed with the idea that they should 
obey the “mandate.”” This combina- 
tion proceeded to legislate. 


HE state grange also was exceed- 

ingly active during the 1930 cam- 
paign. It proposed, through the ini- 
tiative, an amendment to the state 
Constitution, permitting the organiza- 
tion of public utility districts with 
power to issue bonds and other evi- 
dences of indebtedness, and to levy 
taxes for the purpose of constructing 
and operating hydroelectric power 
projects. This amendment was ap- 
proved by the people and opened the 
way for the legislation which its spon- 
sors hoped to, and did, secure. 

The battle cry during the campaign 
was “cheap power” and “more indus- 
tries.” 

What the “hydrophobiacs” were 
really after was public ownership of 
all hydroelectric utilities. 

It was useless to point out to the 
people that the residents of Portland 
were enjoying, at the hands of the pri- 
vate power interests, more favorable 
rates than any city in the United 
States except Buffalo and Tacoma. 
The rates of the latter city, served by 
a municipal plant, were held out as an 
example of what public ownership 
could do. It also proved useless to 
point out that Salem, the state’s capi- 
tal, which had the same rates as Port- 
land, enjoyed the third lowest rate of 
any of the forty-nine capital cities, in- 
cluding the National Capital. The 
people were not looking for facts. 
They merely wanted to strip the 
power magnates of their power and 
of profits. Whether they have actu- 
ally really succeeded in destroying 


807 








PUBLIC UTILITIES FORTNIGHTLY 





The Political and Legal Impasse that Confronts 
the Elective Utilities: 


ce AS a law, the Oregon hydroelectric bill 

offers little or no hope to the hydro- 
phobiacs and has engendered no fear in the 
minds of the private power interests. 


“Why? 


“For the simple reason that the legal effect 
of it is to checkmate all future development 
until it is blasted from the statute books by 
a court decision on its unconstitutionality. It 
leaves Oregon’s power situation as effectively 
Status Quo as if it had been dictated by the 


“Power Trust’ itself.” 








this industry remains to be seen. 

Those who have watched the show 
from the side lines are inclined to be- 
lieve that the brethren have succeeded 
only in sticking themselves. 


W 2s the grange members met to 
draft their hydroelectric district 
bill, they put up the bars against law- 
yers. They did not propose to take 
any chances on legal advice. The 
task of drafting the bill was assigned, 
therefore, to a preacher-farmer, a 
school teacher-farmer, and a chiro- 
practor-farmer. All claimed to know, 
and how to use, the English language 
and, being well supplied with pencils 
and paper, they set about their work. 
The result was a masterpiece which 
had to be redrafted before even a 
friendly legislature would consider it. 

As a law, it offers little or no hope 
to the “hydrophobiacs” and has en- 
gendered no fear in the minds of the 
private power interests. 

Why? 
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For the simple reason that the legal 
effect of it is to checkmate all future 
development until it is blasted from 
the statute books by a court decision 
on its unconstitutionality. It leaves 
Oregon’s power situation as effective- 
ly status quo as if it had been dictated 
by the “Power Trust’’ itself. 


HIS measure was accepted and 

considered as part of the gover- 
nor’s water power program which in- 
cluded the creation of a hydroelectric 
commission to perform certain duties 
that had been previously exercised by 
the state engineer and the state recla- 
mation commission. 

In the preparation of the gover- 
nor’s hydroelectric commission bill, 
his draftsman followed the language 
and the procedure of the Federal 
Power Commission Act. As a result, 
there is a direct conflict between the 
two laws which makes operation un- 
der them all but impossible. This is 
true because around 90 per cent of 











Piel Rae TE 8 





arn 





EP Ra Soe 


ast 


SN ROLES Ti Sy GEIR TEETER SG Hits 


SME RT ROME TT 








PUBLIC UTILITIES FORTNIGHTLY 


those proposing to develop a power 
project in this state must secure a 
Federal permit and license. Such per- 
mits and licenses are issued always 
subject to the provisions of the Fed- 
eral Act which imposes certain condi- 
tions as to the amortization and re- 
capture of the properties by the gov- 
ernment. Oregon’s new law imposes 
almost identical conditions, with the 
result that the state’s permittee must 
approach the Federal Power Commis- 
sion with a water permit under which 
he has agreed to amortize his plant 
and turn it over to the state at the end 
of fifty years. As the project will be 
constructed, in part at least, on gov- 
ernment land he apparently must 
agree to include the Federal govern- 
ment’s property when he makes the fi- 
nal turnover to the state. Under such 
conditions the state’s permittee is 
hardly in a position to meet the re- 
quirements of the Federal act with 
reference to recapture by the govern- 
ment. 

It was suggested to those who were 
fathering the governor’s hydroelec- 
tric commission bill that only one 
thing more was needed to make it 100 
per cent perfect, and that was to add 
another section which would specifi- 
cally repeal the Federal Power Com- 
mission Act. 


Wes such open conflict with the 
Federal law was brought to the 
attention of the sponsors of the bill, 
and it was shown that it would surely 
operate to block practically all power 
development for years to come, an at- 
tempt was made to meet the situation, 
and save their faces, by adding an 
amendment authorizing the commis- 
sion to waive such provisions as were 
found to be in conflict with the Fed- 
eral act, or otherwise unworkable. 
The gentlemen overlooked, however, 
a provision in our state Constitution 
which provides : 

“Powers oF GoVERNMENT—The powers of 
the government shall be divided into three 
separate departments—the legislative, the 
executive, including the administrative, and 
the judicial; and no person charged with 
official duties under one of these depart- 
ments shall exercise any of the functions 
of another, except as in this Constitution 
expressly provided.” 

It is plain, therefore, that any at- 
tempt on the part of the commission 
to make the state law workable, by 
waiving certain of its provisions, will 
be held by the courts to be an invasion 
of the legislative field and, therefore, 
unconstitutional. 

So far as hydroelectric develop- 
ment in this state is concerned, it is in 
a mess—and heaven only knows just 
how and when the people of Oregon 
are going to get out of it. 





Current Trends in the Regulation 
of Power Companies 


What the courts and the state commissions are ruling about, 

what the electric utilities can and cannot do, will be sum- 

marized in the next number of this magazine in the first 

of a series of two articles by ELLSwortH NICHOLS, who 

will review the outstanding decisions of the past twelfth- 
month. 
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How Will New York’s Progressive 
Proposals Affect the Investor? 


A fair question to Governor 
Roosevelt—and a frank answer 


FRANKLIN D. RoosEvELT, governor of the state of New York, is a 


formidable contender for the Democratic nomination for the Presidency 
in 1932. As such his position on the question of government ownership 
becomes of prime importance to the operators of privately owned utilities. 

Heretofore, many government ownership advocates have assumed that 
Governor Roosevelt was in favor of social control of all utilities. Even 
some utility operators have entertained this assumption. Extracts from 
the governor’s statement on this particular situation or that particular 
situation have been stretched, construed, and interpreted. It did not seem 
to occur to anyone to ask the governor himself just how he felt about 
the matter. 

During the early part of this spring a number of investors, noticing the 
anti-utility trend of legislation in many states, sought advice of an attorney 
as to whether such legislation really meant the proverbial “writing on the 
wall” for all privately owned utilities. He studied over the copies of the 
various laws; the more he studied, the more puzzled he became. Finally 
the question was directly asked of the governors of the states affected, 

including New York. The letter of inquiry was as follows: 


The Question 





I HAVE studied the laws of your 

state which have been enacted and 
those which have been proposed deal- 
ing with this matter, and while it ap- 
pears that there may be some doubt 
as to the constitutional sufficiency of 
some of them, I have come to the con- 
clusion that the real answer to the 
investor’s question is to be had from 
the living mouth of the administra- 
tion rather than in the dead letter of 
I feel that it is the person- 


the law. 
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ality and policy of the enforcing 
agency that has the most important 
bearing upon the security of this type 
of investment. 

Hence I am taking the liberty of 
frankly asking your opinion as to 
whether or not it will be possible for 
a privately owned public utility com- 
pany to earn a reasonable return on 
its investment in New York, notwith- 
standing the enactment of all of the 
so-called progressive proposals. 
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pew reply which will be kept in 
confidence or not, as you wish, 
will aid me greatly in giving counsel 
to parties who are honestly contem- 
plating the investment of funds in 
privately owned utilities in your state. 
If it is the real purpose and policy of 
the present administration there to 
secure ultimately the whole field of 
public utility service for govern- 
mentally owned plants, I presume that 
that end can be successfully accom- 
plished and I presume that there is 
much to be said in favor of such a 
policy. Furthermore, it seems to me 
that it would be not only fair to the 
investing public, but also it would ac- 


celerate the ultimate dissolution of 
private competition, if those seeking 
light on this subject were given ad- 
vance notice as to the futility of fur- 
ther investment of private capital in 
this field. 


O* the other hand, if the policy 
of the present administration in 
New York is not the elimination of 
privately owned utility enterprise, a 
word from you to that effect at this 
time would greatly assure and encour- 
age the investment in and consequent 
expansion of private utilities in New 
York, and result in better service at 
cheaper rates to the people. 


The reply from the governor of New York was written in the frank 


style typical of Franklin D. Roosevelt. 


It throws such a new light upon 


the governor’s position that permission was asked and granted by the 


governor to publish it. 


Here it is: 


The Reply 


| the first place, the difference be- 
tween investment in securities and 
investment in corporate property 
itself should be noted. Of course, no 
public official would attempt to as- 
sure those who purchase securities in 
the market that their investment in 
such securities will be protected. It 
is neither a function nor the duty of 
regulatory bodies to protect the mar- 
ket prices of securities. I am sure 
you appreciate this point and that 
your inquiry is not aimed in this di- 
rection. 


preees, unimpaired investment in 
public utility property is a differ- 
ent matter, and you will not find any- 
thing in what I have said or in the 
policies | have urged in relation to 
public utilities which can be construed 
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as an attack upon prudent unimpaired 
investment. Whatever may be the 
cause, the fact remains that state 
regulation of public utilities has not 
realized the expectations of its pro- 
ponents. 


B Reesoees are in general two courses 
open to those who believe in the 
protection of public interests and also 
of investments honestly and prudent- 
ly made in utility property. These 
are private management under pub- 
lic regulation and government opera- 
tion. Both have been used through- 
out the United States for many gen- 
erations, and doubtless they will con- 
tinue. It is hardly to be expected that 
private management under public reg- 
ulation will cease to exist or that all 
utilities will be privately controlled. 








There have been instances where gov- 
ernment operation has been successful 
and where it was resorted to because 
private management, even under pub- 
lic regulation, failed to provide ade- 
quate service at reasonable rates. I 
have not advocated universal adop- 
tion of government operation, but I 
am of the opinion that government 
operation is wise under certain con- 
ditions and that the laws of our states 
should permit government operation, 
just as I believe that our statutes 
should permit private operation under 
public control. There is no general 
or universal rule which may be laid 
down as applicable to every case, or 
even to every state, but it would be 
as unwise to deny to communities the 
opportunity to own and operate their 
own utilities as it would be to make 
private operation impossible under 
any circumstances. Each community 
should be given the right to determine 
which policy it shall pursue. 


I AM firmly convinced that a proper 

system of public regulation wise- 
ly administered will not endanger 
prudent unimpaired investment in 
public utilities, provided the manage- 
ment is efficient and constructive. In- 
deed, investors ought to desire and 
work for efficient regulation. Private 
unregulated monopolies are unthinka- 
ble, and if regulation fails, the only 
alternative is government ownership. 
The inevitable reaction where regula- 
tion breaks down is to seek govern- 
ment operation. 


PUBLIC UTILITIES FORTNIGHTLY 





T’ may be safely asserted that one 
of the most important causes, if 
not the prime cause, of the present 
dissatisfaction with public regulation 
and the criticism which one hears so 
generally is the attempt by those in 
control of utilities to obtain, not mere- 
ly a fair return upon prudent unim- 
paired investment, but profits in ex- 
cess of such an amount. This is the 
reason why reproduction cost has 
been so widely adopted in rate cases 
by utilities. They have not been con- 
tent with a fair return upon invest- 
ment. They have sown the wind; 
they may reap the whirlwind. 


HERE utilities have followed an 

enlightened policy in dealing 
with the public and have provided ex- 
cellent service at reasonable rates 
based upon a fair return upon pru- 
dent unimpaired investment, there 
will doubtless be no demand for gov- 
ernment operation; but if there is, 
such investment should be protected. 
Private management has no right to 
existence in the face of a determina- 
tion by the public to operate its utili- 
ties, but it does have a right under the 
conditions named above to protection 
against confiscation directly or indi- 
rectly. 


I AM sure that you will find what I 

have said upon the utility problem 
to be characterized throughout by the 
idea that investment and not theoret- 
ical values based upon inflated prices 
due to war conditions, is a proper 
basis for dealing with utilities. 


, oe a 


GOVERNOR OF THE STATE OF NEW YORK 
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The Cry of the 


Taxicab for Regulation 
Will it be heeded by the state or by the city? 


FotLowI1nc the precedent of the railroads, the taxicab industry has reached 
the point in its development when it feels the need of governmental regu- 


lation, in order to prevent it from running wild to its own disaster. 


What 


form the proposed regulation should take, and the arguments for and 

against admitting this industry to membership in the family of utilities 

that are subject to state commission regulation, are set forth in the fol- 
lowing article. 


By FRANCIS X. WELCH 


cc U to now,” as Al Smith 

would say, most of the 

folks who have been advo- 
cating taxicab regulation have not 
been taxicab men. Heretofore, the 
foremost proponents of taxicab regu- 
lation have been railway men and bus 
men. 

But during the last year a profound 
change has come over the complexion 
of the group that is rooting for taxi- 
cab regulation; the group is actually 
becoming full of taxicab operators 
themselves. 

This trend to a taxicab operator 
should have a very significant mean- 
ing ; it means that the taxicab has out- 
grown the limitations of its infancy. 
It means that the taxicab is no longer 
the isolated aristocrat of the transpor- 
tation field—a chartered service pat- 
ronized only by the fairly well to do. 
It means that the taxicab is no longer 


even a supplemental handmaiden to the 
service rendered by the established car- 
rier by rail or bus. It means that the 
taxicab is today a full-fledged inde- 
pendent carrier, a necessary part of 
the transportation system of the up- 
to-date city. It means that the taxicab 
has come of age. 


7 uy does the mere fact that taxi- 

cab men themselves are begin- 

ning to ask for regulation prove con- 

clusively that the taxicab industry has 

completed its commercial develop- 
ment? 

First of all, there is a rather de- 
batable regulatory theory that a busi- 
ness ought not to be regulated by the 
government unless and until the need 
for such regulation becomes so ap- 
parent that the leaders of the business 
ask for it themselves. This propo- 
sition has always been denied by the 
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regulation on every sort of business, 
or on many kinds of business not now 
regulated. But whether the propo- 
sition is entirely true or not, it cer- 
tainly is true to the extent of justify- 
ing the conclusion that a business 
whose leaders do ask for regulation 
certainly needs regulation without a 
doubt. 

The railroads, for example, were 
not subjected to governmental regu- 
lation until the majority of the leading 
rail executives in the country were 
convinced that some sort of govern- 
mental regulation was necessary to 
prevent the industry from running 
wild to its own financial destruction. 
Even such railroad pioneers as Hill, 
Fiske, and Gould, who profited most 
from the absence of railroad regula- 
tion, conceded that governmental 
supervision of the industry was in- 
evitable and the only means by which 
public confidence in the stability of 
rail service could be won. 

Today the leading executives of 
interstate bus lines are clamoring for 
interstate bus regulation, and have 
been clamoring off and on for the last 
five years. The Parker bill to that end 
still pends in Congress chiefly because 
those who unanimously agree that 
there should be bus regulation are not 
at all unanimously agreed as to the 
manner or mode for such regulation. 


S° it has been with the other utili- 
ties. They have been regulated 


primarily because some legislature 
thought that it was for the public in- 
terest that they should be regulated, 
but back of it all was usually the resig- 
nation of that utility’s leaders to the 
inevitable. 


It seems very plausible 


PUBLIC UTILITIES FORTNIGHTLY 


liberal element who would impose 
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that the leaders in a particular industry 
should be the first to sense the need 
for regulation—that they should have 
sufficient vision to recognize that to 
continue operation without regulation 
would create public antagonism and 
result in a condition such as dog-eat- 
dog wide open competition that would 
ravage the industry for decades. 

True, such utilities did not relish 
regulation any more than sick chil- 
dren relish castor oil, but smart utili- 
ties like smart children never howled 
much when the dose was given, be- 
cause they knew that it was for their 
own salvation. They may have tried 
to dictate the terms under which regu- 
lation was administered, or they may 
have objected to a particular brand 
of regulation as compared with an- 
other brand of regulation, just as the 
electrical industry today favors full 
state regulation rather than the 
Couzens’ Federal brand which is now 
being concocted in Congress, but they 
knew that to rage against regulation 
altogether would be not only futile but 
suicidal. 


W: have arrived at the conclusion 
that because the taxicab leaders 
are now asking for regulation, it is 
an almost infallible sign that they need 
it. Now let us go a step farther. 

Our second proposition is that no 
industry needs regulation until it has 
grown up to it. 

Granted that the taxicab industry 
needs regulation, it necessarily follows 
that it has grown up to it. 

What is meant by an industry 
“growing up” to regulation? Simply 
this. Most industries are offshoots of 
other industries. Bookbinding is an 
offshoot from printing; hat manufac- 
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turing is a specialized branch of the 
garment industry, and so on. There 
are only a few basic industries when 
we come to analyze them—such as the 
production of food, the manufacture 
of garments, and, what we are here 
concerned with, the business of public 
transportation. 


Shen taxicab grew out of the busi- 
ness of public transportation. 
First there were fine gentlemen in the 
colonial days who would hire their 
own hansom cabs rather than patron- 
ize the public stage. The advent of 
the automobile gave this _ special 
chartered service considerable expan- 
sion. It became known as a “taxicab,” 
but it was still a mere incident to the 
business of the busses and street cars. 
It did not need regulation because it 
was comparatively unimportant. Cab- 
men could charge what they pleased 
because the common people did not 
care a hang whether taxi fares were 
high or low; the common people did 
not patronize them. Those who 
thought cab fares were too high could 
use a street car or walk. It never 
occurred to anybody then that the 
taxicab was a necessary part of the 
transportation system. Instead, it 
was regarded as a luxury for those 
who could afford it. Naturally there 
can be no necessity for the regulation 
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of a luxury, that is—as far as rate 
fixing is concerned. 


B” today we find that the majority 
of the transportation business of 
whole communities is being handled 
by taxicabs. We find street railway 
companies and bus companies confess- 
ing their inability in some places to 
cope with the low rates now being 
afforded by the taxicabs. We find in 
some cities (such as New York), the 
taxicab reaching places inaccessible to 
the street car or the bus in a manner 
and over a route impossible for the 
regularly scheduled carriers to ac- 
complish and, generally speaking, 
rendering a type of service entirely 
different from that rendered by the 
street car or bus. 

Eliminate the taxicab from the 
streets of New York overnight and 
we would find chaos in the morning. 
The subways, elevated and surface 
cars would be paralyzed under the in- 
creased load. Courts would wait for 


judges. Judges would wait idly for 
lawyers. Doctors would wait for 
clients. All business would be slowed 


up and some would be stopped alto- 
gether. 

That is what we mean when we say 
that the taxicab has “grown up” to 
regulation. We mean that it now 
stands on its own feet and furnishes 


“Too many regulatory bodies are regulating the taxicab 
as if it were still a mere appendage of the regular carrier. 
For that reason, they regulate the taxicab business, not for 
the benefit of the taxicab business, but rather for the bene- 


fit of the street car or bus business. 


These regulatory 


bodies must wake up to the fact that the taxicab is now a 


transportation agency in its own right. 


In other words, 


we must have taxicab regulation for taxicabs.” 
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a type of service which we cannot do 
without. 

The question now arises, why go to 
such bother to prove that the taxicab 
has grown up? Suppose it does need 
regulation? 

Very well, let us regulate it and be 
done with it. Is that not what the 
states are beginning to do now? 


eee the taxicab is easier 
said than done. The trouble 
with taxicab regulation so far is that 
the regulators do not seem to realize 
that the taxicab has come of age. Too 
many regulatory bodies are regulating 
the taxicab as if it were still a mere 
appendage of the regular carrier. For 
that reason, they regulate the taxicab 
business, not for the benefit of the 
taxicab business, but rather for the 
benefit of the street car or bus busi- 
ness. These regulatory bodies must 
wake up to the fact that the taxicab 
is now a transportation agency in its 
own right. In other words, we must 
have taxicab regulation for taxicabs. 


ow let us get down to cases. We 

find that what little rate regu- 
lating has been done to date has been 
by municipal authorities, with the pos- 
sible exception of a recent order fixing 
statewide taxicab rates by the Con- 
necticut Public Utilities Commission. 
Invariably these municipal authorities 
look out more for the perpetuation of 
the street car service than they do for 
the encouragement of the taxicab 
operator, or the benefit of the taxicab 
riding public. ‘The railway industry 
is sick,” they seem to say, “and unless 
we protect it, taxicab competition may 
kill it.” It does not seem to matter 
that too much street railway protec- 


tion, like too much tariff protection, 
may throttle a legitimate and desirable 
industry. They appear to feel that 
the taxicab industry is so young, 
strong, and growing that it can stand 
for a good deal of throttling. 

But should the continuation of 
street car service be the sole consider- 
ation in the fixing of taxicab rates? 
If so, the city authorities would be 
justified in boosting cab fares so high 
that there would be absolutely no 
danger of competition between the 
two services. This may have been 
true in the old days when the taxi- 
cab was not a necessity. But the taxi- 
cab has come of age. There is a 


taxicab public to be considered. 


N New York city the taxicab men 

do more business in dollars and 
cents than all the regular transporta- 
tion carriers combined. In the city 
of Washington, D. C., the taxicab 
moves almost half as many people 
every day as the two street cat com- 
panies operating in that city transport. 
Surely this considerable portion of the 
public that finds the taxicab a daily 
necessity has as much right to con- 
sideration as the people who ride the 
street cars. 

On the other hand, there is no doubt 
that the regular carriers must be pro- 
tected from unwarranted competition 
from taxicabs. For the present, at 
least, we can no more do without the 
railways than we can do without the 
taxis. The overnight suspension of 
railway service would paralyze our 
city life probably more seriously than 
a similar suspension of taxicab service. 
Some day when we have better high- 
ways, and improved air carriers, we 
may be able to tear up our railway 
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The Three Arguments for Municipal Regulation: 


Ie 


or metropolitan agency. 


Local authorities are more familiar with 
26 local operating problems than are the state 


authorities. 


3 State commissions are too far away from 
© the city to exercise a continuous and ef- 
ficient form of control over local taxicab 


activities. 


As taxicab operation is essentially a mu- 
nicipal or at least metropolitan form of 
service, it should be regulated by a municipal 








tracks and dispense with street car 
service, but that day is yet far off. 


| ig follows from this that taxicab 
regulation should protect railway 
business only to the extent that it will 
not injure legitimate and regular taxi- 
cab business. There is a golden mean 
between an excessive regulatory pro- 
tective tariff in favor of the railways 
and a taxicab rate so low as to injure 
a street car company’s business. 

Why? For the simple reason that 
any taxicab rate so low as to draw 
patrons in large numbers away from 
the street railway system is too low 
to be compensatory to a taxicab oper- 
ator and, at the same time, permit safe 
and adequate taxi service. 

The average street car fare in this 
country is somewhat over 8 cents. 
When flat rate taxicabs operate 
throughout a city of a half million 
people for 35 cents or 25 cents for 
as many as four passengers, it is 
obvious that there is substantial com- 
petition between the street car and the 
taxicab. It is obvious, in view of 
prevailing conditions, also, that the 
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taxicab man cannot do a fair job of 
transportation at that rate and make 
a fair profit. Either he is losing 
money, or his equipment is inade- 
quate; or he has failed to protect the 
public from possible damage by means 
of liability insurance. 


HAT is to be done about this flat 

rate? Street railway officials 
and some municipal authorities say 
that the rate should be pushed up— 
far up—so far that there would be no 
danger of competition for the street 
car. Ten cents a quarter mile with 
a 50-cent initial charge has been sug- 
gested. Now this rate puts the shoe 
on the other foot. A great many peo- 
ple, who would ordinarily use taxicab 
service at any reasonable rate and 
have great need of the particular kind 
of service that the taxicab affords, 
would be driven under such circum- 
stances to use the street cars. 

Is this fair? Has the taxicab not 
as much right to protection from un- 
warranted street car competition as 
the street cars have to be protected 
from the taxicab? 
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It seems to this writer that a taxi- 
cab rate capable of producing a fair 
return on adequate taxicab investment, 
including, of course, provision for de- 
preciation and liability insurance, 
must necessarily be out of the realm 
of substantial competition with the 
street railways. We see, therefore, 
that the problem is solved simply and 
easily enough by the law of economics. 
It remains only for the regulatory 
bodies to enforce it. 

Again we see the wisdom of the 
ancient adage that the “easiest way is 
the best way.” Require taxicab opera- 
tors to use safe and durable equip- 
ment, require them to make ample 
provision for depreciation, return, 
and public liability protection, and we 
find that the problem of competition 
between street railways and taxicabs 
has largely settled itself. As the Con- 
necticut commission, one of the few 
clear thinking regulatory bodies that 
has attempted to deal with this prob- 
lem, has expressed it: 


“Taxicab operation is in the nature of 
special service, distinct from mass trans- 
portation by railroads, railways, and motor 
busses at naturally lower rates. Taxicab 
rates are ordinarily for the service of the 
vehicle and driver for a particular trip, 
while mass transportation rates are based 
upon a specific rate per passenger. Each 
form of transportation has its special field 
and ought to be reasonably protected in 
the legitimate performance of its service.” 


| iin adherence to that prin- 
ciple should make taxicab regula- 
tion more of a success. But there 
is another important principle that 
should not be overlooked—the prin- 
ciple of metered rates. Flat rates, ex- 
cept under circumstances or in com- 
bination with a time rate, are econom- 
ically unsound. They are unsound 
because they are necessarily discrim- 
inatory and no business can prosper 


on discriminatory rates or practices. 


HE taxicab flat rate is discrim- 

inatory because it compels the 
short-haul rider to pay more than his 
share, as compared with the long-haul 
passenger. Immediately, one wonders 
why this flat rate practice should be 
proper for the street railways and im- 
proper for the taxicab. At first blush 
it would appear that what is fair for 
one ought to be fair for the other, but 
it is not so. The street car is a regu- 
lar carrier. It must complete a certain 
course every trip, and it makes very 
little difference in operating costs 
whether a passenger stays on to the 
end of the route or gets off after a 
ride of a few blocks. Again, the 
street car is operated for the public. 
It is not chartered by the individual 
as the taxicab is. Then too, a street 
car fare is so small an amount that 
zone rates (which would be the only 
possible railway equivalent for metered 
cab rates) would be impractical in 
most cities. 

This is just another indication of 
the inherent difference in the character 
of service rendered respectively by the 
taxicab and the street car. And, of 
course, different types of service may 
require different modes of rate mak- 
ing. Again we turn to the Connecti- 
cut commission for authority on this 
point. In issuing an order forbidding 
flat rates for taxicabs, it stated: 

“The patron who is carried a long dis- 
tance under the flat method of charge 
ordinarily obtains the advantage of cheaper 
transportation than he could obtain if the 
taxicab were equipped with a taximeter. 
This advantage, however, is obtained at 
the expense of the flat rate passenger 
traveling a short distance. 

“It appeared also from the evidence that 
the existence of these dual methods of 


charge side by side in the same community 
has resulted in destructive competition 
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“TAXICAB operation is in the nature of special service, 
distinct from mass transportation by railroads, railways, 


and motor busses at naturally lower rates. 


Each 


form of transportation has its special field and ought to be 
reasonably protected in the legitimate performance of its 


service.” 


—Pusiic Utitities ComMMISSION oF CONNECTICUT 


which, if continued over a period of time, 
may reasonably be expected to deteriorate 
the equipment used in the service and there- 
by affect the safety of transportation ren- 
dered. One of the results of public regu- 
lation should be the prevention of destruc- 
tive competition with all its harmful con- 
sequences. . . . ’ 

“The industry is protected against un- 
necessary additional competition by a find- 
ing of public convenience and necessity, 
thereby limiting the number of taxicabs to 
be operated, and the industry should pro- 
tect itself against destructive rate competi- 
tion by a friendly spirit of codperation, 
operating on a fair competitive basis at 
such reasonable rates as will assure safe 
and dependable service.” 

HE Connecticut commission evi- 

dently is one regulatory body that 
is conscious of the fact that the taxi- 
cab has come of age, that it is a service 
of a character distinct from that of 
the street railway, and for that reason 
that we should have taxicab regulation 
for taxicabs and not for street cars. 
This difference in attitude between 
this state commission and certain mu- 
nicipal regulatory bodies leads to a 
question that is now perplexing taxi- 
cab operators. Which is better, regu- 
lation by municipal authorities or 
regulation by a state commission? 
Just now, when taxicab regulation in 
many states is in the formative stage, 
is the time when this question should 
be settled, since the legislative mold 


once cast is not easily changed. 


ype apie of municipal regula- 
tion present three main argu- 
They contend: 


ments. 


1. That taxicab operation, being 
essentially a municipal or at least met- 
ropolitan form of service, should be 
regulated by a municipal or metro- 
politan agency. 

2. That such local authorities are 
more familiar with and appreciative 
of local operating problems of par- 
ticular cities. 

3. That state commissions are too 
far away from the local city to exer- 
cise a continuous and efficient form of 


control. 

Certainly these are plausible conten- 
tions. And to top off these argu- 
ments, here is a quotation from a 
private letter of a taxical operator 
who complains of the lack of effective- 
ness of commission regulation in his 
state. Speaking of the illegal opera- 
tions of a certain unauthorized com- 
petitor, he says: 


“We have always proceeded in this mat- 
ter according to approved methods of the 
public service commission laws and orders. 
We have complained against them and our 
complaints have been sustained; they were 
then ordered to discontinue. They applied 
for certificates, we protested and were sus- 
tained. This ali took a great deal of time 
and lots of money. 

“But, they are still running and never 
did stop operating for one single day. 
They are still using the same company 
name and phone number—the only — 
they ever did was to change the name o 
the proprietor. 

“We have been waiting for nearly three 
years for the public service commission to 
do its part in this matter—we have surely 
done everything in our power, and in a 
legal and proper manner.” 
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HAT is the answer? The answer, 

in the opinion of this writer is 
not a cessation of state regulation in 
favor of municipal regulation. The 
answer is to give more publicity to 
such aeplorable results of inadequate 
appropriations. Would any taxicab 
operator located in a large city and 
familiar with the average municipal 
government seriously contend that this 
operator would have fared better if 
the administration of regulation were 
placed in his own city council? 


F® the sake of brevity, let us state 
the case for state commission 
regulation by examining and analyzing 
the soundness of the three contentions 
above listed in favor of municipal 
regulation. A criticism of the latter 
may well constitute a defense of the 
former. 

Taxicab regulation, it is urged first 
of all, is essentially a municipal form 
of service, and hence requires regu- 
lation by a municipal agency. Let us 
look around and see what other forms 
of utility service are not local by na- 
ture. There are the steam railroads, 
interstate busses, pipe lines, and air- 
planes. But what of gas and elec- 
tricity? Is not the street railway es- 
sentially a local service in exactly the 
proportion as is the taxicab? Even 
telephone service is more local than 
interurban in character. Yet the vast 
majority of states have found it ad- 
visable to place the regulation of these 
utilities in a state commission rather 
than their city councils. Should not 
this dearly bought experience count 
for something? 

The local nature of a utility’s oper- 
ations is no more reason for regula- 
tion by local city authorities than that 
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statewide operations of a chain restau- 
rant corporation would justify the 
usurpation by the state of local health 
regulation of eating places now prop- 
erly exercised by the cities. Further- 
more, how can we be sure that the 
taxicab operations are entirely local? 
We must remember the taxicab has 
come of age. 


H° would we regulate by local 
municipal authorities the “‘local’’ 
operations of taxicabs in a city such 
as Boston, which is surrounded by so 
many other municipalities, including 
Brookline, Cambridge, and Dorches- 
ter, each exercising authority over 
taxicab operations within their cor- 
porate limits? Who would fix fares 
or regulate service over interurban 
operations under such circumstances? 
Who would enforce such regulation? 
It is clear that municipal taxicab regu- 
lation under such conditions would 
be unnecessarily complex, lacking in 
uniformity, and practically unenforce- 
able. 

Boston is probably an exaggerated 
example, but by no means an isolated 
one. There is scarcely a state that 
does not have in it at least one city 
surrounded by suburban settlements 
having independent municipal entities 
into which taxicab traffic from the 
central city is both natural and normal. 
How can we ever justify “local” regu- 
lation under such circumstances? 


HE second argument in favor of 

local regulation has to do with 
the familiarity of the local authorities 
with operating problems. Living in 
the same community, the city council- 
ors (or whoever else would do the 
regulating for the community) would 
know Joe Brown personally. They 
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The Three Arguments for State Regulation: 


The experience of state commissions in 
I. regulating other carriers qualifies them 
and gives them regulatory precedents. 


State commissioners are not subject to the 
2° pressure based upon personal, political, 
religious, or other prejudice, but decide cases 


purely on regulatory principles. 




















A centralized, uniform statewide type of 
3- regulation is preferable to the conflicting 
regulations which would arise from a large 
number of small and independent commis- 


sions. 





would know that he was a better oper- 
ator, a more upright citizen, and a 
more responsible person generally 
than Tom Black. They would license 
Joe Brown and refuse Tom Black. 
Furthermore, they would know per- 
sonally if Tom Black ever tried to 
sneak back into business under another 
name. It sounds plausible. But is it? 

Let us see. City councilors, un- 
fortunately at times, are human. They 
have likes and dislikes. They may 
like Joe Brown—may even have a 
daughter married to him. They may 
dislike Tom Black. He may even owe 
them a bill in their private butcher or 
bakery business. They may even li- 
cense Joe Brown more because he is 
a good Republican who swung a nice 
block of votes for them at their last 
election, than because he is a good re- 
sponsible operator. Such things have 
happened. 

Furthermore, are city councilors 
really more familiar with local opera- 
tions than state commissioners who 
live far away at the state capital? 


City councilors are usually good busi- 
ness men—butchers, bakers, lawyers, 
doctors, but very rarely are they ex- 
perienced utility regulators. Regula- 
tion is a complicated subject. If any- 
one doubts it let him contemplate the 
hundreds of volumes of court de- 
cisions on this one subject on the 
shelves of any complete law library. 
State commissioners are supposed 
to be and frequently are well versed 
in the fine points of regulation. That 
is their job—their specialty. State 
commissioners may not be so intimate- 
ly acquainted with the personalities in 
each case, but by the same token they 
are less susceptible to pressure based 
on personal, political, religious, or 
other prejudice. They decide cases 
purely on regulatory principles. So 
when it comes right down to cases, is 
it not the state commissions who are 
more likely to be “familiar” and “ap- 
preciative” of a taxicab operator’s 
problems? What does the average 
city councilor know about deprecia- 
tion reserves ?>—working capital ?—go- 
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ing concern value or other complicated 
problems of utility economics? 


6¢ FD ut,” the local regulation advo- 
cate may answer, “why not let 
each city organize a regulatory com- 
mission of its own—consisting of ex- 
perts who have this knowledge?” 

The answer to this is: What are 
they going to use for money? 

What profit would there be in each 
municipality attempting to support out 
of tax funds its own commission? 
Even were it economically possible to 
do so, which is better—a centralized 
uniform statewide brand of regula- 
tion emanating from the state capital 
in which operators in each city benefit 
from the regulatory experience of all? 
Or a number of small independent 
commissions issuing conflicting regu- 
lations as to such items as insurance, 
classification of accounts, and so forth, 
and more than likely quarreling with 
one another ? 


[T° localized knowledge is really es- 
sential, let the state commission 
establish a branch or deputy in each 
city, but for ‘heaven’s sake let them 
work under a single head and not at 


odds with each other. Finally, inde- 
pendent municipal commissions would 
have to start out with a clean slate on 
regulatory precedents. Place taxicab 
regulation under the state commission 
and instantly it falls heir to archives 
and detailed general regulatory ex- 
perience that has been accumulated 
over a period, in some states, of as 
much as twenty-five years. 


fee third objection to state com- 
missions is that they are too far 
away from the scene of regulatory 
crimes to do much good. Operators 


suffering from unfair competition 
must send lawyers to the state capital 
to file complaints and, after that, must 
go there themselves with witnesses to 
attend hearings. All this is expensive. 
After the commission hands down an 
order restraining the erring operator 
and directing him “to cease and de- 
sist” from further such operations, it 
does not stay out in the local city to 
see that it is enforced. Local police 
cannot enforce such orders. The good 
operator must spend more money for 
a suit in local courts for an injunction 
against the bad operator. Meantime 
he is also losing much money from the 
unfair competition. 

This is a meritorious argument. 
But it cannot be cured by municipal 
regulation. The orders of a city coun- 
cil or local commission will no more 
enforce themselves than the orders of 
a state commission. What is needed 
is more law—giving to the orders of 
a state commission all the force and 
effect of a court decree—the violation 
of which would make the offender 
guilty in any criminal court of the 
state of contempt punishable by im- 
prisonment. Such a law would soon 
put an end to dallying with the com- 
mission’s orders. Such a law is need- 
ed in every state in the Union. 

As for local hearings, state com- 
missions might well adopt the prac- 
tice now followed in New York state 
of sending a single commissioner or 
deputy to all cities in the state to hold 
“preliminary hearings” upon which 
the full commission’s authority can 
be invoked if quick action is needed. 
It has even been suggested that in 
large states the commission should 
have a permanent office in the cities 
distributed throughout the state. 
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As Seen from the Side-lines 





ieee with iconoclastic pen 
recently expressed the hope that 
“no one will spoil the governors’ inno- 
cent fun by taking their conferences 
seriously.” 

* k 

Tuat was before the conference 
convened at French Lick, where Tom 
Taggart, George Brennen, and others 
of Democratic allegiance and mutual 
aims were in the habit of agreeing upon 
their choice for President. 

* * 

THE governors were to taboo pro- 
hibition. They: were to ignore power. 
They were to content themselves, it 
seemed to the iconoclastic gentleman, 
with much food, much evasion, and 
much concentration upon purely local 
and purely puerile problems calculated 
not to disturb the persons who make 
up the first pages of the newspapers. 

cK * 

WELL, that gentleman did not count 
upon the presence of Mr. Gifford 
Pinchot. That person of aristocratic 
mien from the Rappahannock did at- 
tend; and he did talk power. It has 
been his breakfast, lunch, and dinner 
topic for some years now, and he man- 
ages to mix it in even with the endives 


and the salads. 
* * 


Ir so happened that a Pope had not 
died, Babe Ruth had not developed a 
charley-horse, and, therefore, Mr. 
Pinchot did crack page 1 for the con- 
ference. The New York Times might 
have been expected to go into it for 
four or five columns, the ubiquitous 
Baron Warn with his nonstop type- 
writer being present for the Times. 
But with the absence of other sensa- 
tional news of competitive nature, the 
press of the country afforded Mr. 
Pinchot both space and prominence for 
which he no doubt is quite grateful. He 
is that sort of fellow. 


PincuHot is an able man. His repu- 
tation for disinterested public service 
has clung to him unfailingly since his 
dramatic attack upon Ballinger in the 
public reserves scandals of a quarter 
century ago. He spends money for 
these public ventures and adventures. 
In fact, he employs experts to delve into 
the financial structures of the power or- 
ganizations and to compute statistics 
which Mr. Pinchot has a penchant for 
converting into readable English. 

ok K 

One of Mr. Pinchot’s aggressive and 
unswayable antagonists in Pennsylvania 
gave reply to him in vein which might 
be interpreted as sarcastic and savage. 
He said in short that Pinchot is an ef- 
fective purveyor of untruths, a polite 
expression which could have been con- 
densed into a single word of four let- 
ters. 

*k ok 

THE public loves a wrangle. Ac- 
cordingly, the Governors’ Conference 
became quite a success, despite the 
iconoclastic bewailing; and power was 
thrust into the foreground as one of 
the major issues of the campaign. 

ok ok 

Ir is easy to read Mr. Pinchot’s set 
speech and to form one’s own convic- 
tions. It is difficult to accept as con- 
clusive the interpretative newspaper re- 
ports and the consequent follow-up 
stories in which Mr. Pinchot was repre- 
sented as being in search of an oppo- 
nent of Mr. Hoover for the Republican 


nomination. 
ok * 


THE latter assumption, if it be true, 
forecasts a very serious situation. Mr. 
Hoover will be accepted by the public 
after the nomination, which he will win 
regardless of Mr. Pinchot, as a dry; 
and he will accumulate such defections 
as may come from those who are con- 
vinced that prohibition is a dismal, re- 
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grettable failure. He will be possessed 
of much responsibility for the terrible 
depression, whether the country has en- 
tirely moved out of it or not by that 
time. If an opponent should be elected, 
Mr. Pinchot and his followers will 
ascribe the result in part at least to the 
power issue. Everybody knows that 
Congress follows the trail of public 
sentiment in so far as that trail is dis- 
tinguishable ; and, in that event, it may 
be assumed, this time without reserva- 
tion, that the power interests would be 
in for an uncomfortable four years at 
Washington. 
* ae 

Mr. Roosevelt of New York made it 
a point to attend the Governors’ Con- 
ference. Thereafter, he consulted with 
influential politicians from several sec- 
tions of the country and he pilgrimaged 
among those convenient and contiguous 
midwestern states where the vote is 
heavy and pivotal. It was interesting 
to note that during those days he was 
advocated for the presidential nomina- 
tion by Colonel House, whose influence 
within the Democratic party is not to 
be discounted. 

* 2 

Mr. Roosevelt’s views on power have 
been too frequently discussed by him- 
self and analyzed here to remove any 
doubt of the viewpoint with which the 
public will accept him. He is perfectly 
satisfactory to Mr. Pinchot; in fact, 
Morris Llewellyn Cooke had shortly be- 
fore been named by him to the power 
commission of New York state, along 
with Frank Walsh. Morris Llewellyn 
Cooke was chairman, or, at least, a 
member, of Pinchot’s giant power com- 
mission while Frank Walsh, although a 
Democrat, is known frequently to have 
consulted those who see the power issue 
through the same glasses with Pinchot. 
Whether they are smoked glasses is the 
question which the public will eventual- 
ly decide. That is unimportant for 
present purposes. 
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WILson’s candidate, Cox, was de- 
feated on the League of Nation’s issue. 
As a matter of fact, it was a contribut- 


ing issue. High taxes, war costs, lack 
of employment when the soldiers re- 
turned, delayed hospitalization of them, 
and Wilson’s fatal mistake of appeal- 
ing for a Democratic Congress to sup- 
port him during the wartime, each and 
all of those issues played their part in 
the Democratic debacle and any one of 
them afforded an obstacle too difficult 
for the Democrats to overcome. 
kK 2K 


Ir may be said that existing condi- 
tions raise similar barriers against Re- 
publican success. If that result comes, 
the loudest shouters will receive credit 
and nobody can expect that Mr. Pinchot 
and his followers would be halting or 
unduly modest in asserting their claims. 
The country then would be in for the 
most elaborate and disquieting period of 
regulation since the trust-busting days 
of Theodore Roosevelt. 

* * 


THE campaign is on. Previously 
those who have sought a quiet, recrea- 
tional summer have been warned here- 
in that they should abandon any such 
delusion. The lines are already being 
drawn in many states. Political scouts 
are emerging from obscurity. Some 
unemployment is bound to be relieved 
because great interests are affected and 
they usually can be prevailed upon to 
believe that good old coin of the realm 
speaks a convincing message in presi- 


dential campaigns. 
* * 


Governors dined well at French 
Lick. But there will be lobster salad 
and asparagus tips for the practical pols 
who realize that while ordinary busi- 
ness depressions may carry on for 
years, the drought in politics is broken 
quadrennially. 


prt Fo Lantut 





“Wuat the Worker Thinks of Government Ownership—and Why,” will 
be told in the coming issue of this magazine, by WuitiInG WILIiaMs, the 
widely known public relations and industrial consultant, who has spent a 
good part of his life among the laborers of this country. 
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What Others Think 





State or Federal Regulation of 
Interstate Power Transmission? 


N° regulatory problem has been the 
subject of more debate than that 
of the method of control over the inter- 
state transmission of electric power. 

While the amount of current which 
crosses state lines is small as compared 
with the total amount generated, it is 
nevertheless appreciable, and it has 
given rise to a number of questions 
which have been troublesome to the 
regulatory authorities. 

The problem is partly legal and part- 
ly administrative. It has usually been 
discussed from the legal standpoint. 
What can the state regulate? What can 
the Federal government alone regulate ? 
As a matter of law the state can regu- 
late current which crosses state lines 
provided it is not sold at wholesale to 
a distributing company. Assuming that 
to be so, there are nevertheless admin- 
istrative problems which make regula- 
tion by the state authorities difficult at 
times in the absence of codperative 
action by the states. 

This is well pointed out in a recent 
book on the subject by Hugh Langdon 
Elsbree, instructor in government, Har- 
vard University. The author shows 
where adequate control may be lacking. 
Upon this subject he says: 


“It would be unwise and unprofitable to 
enter here into a prolonged discussion of 
the ideal solution of this problem. Certain 
conclusions can be drawn as to the defects 
in the existing scheme of regulation. It 
can be stated with conviction that the in- 
terstate transactions of operating electric 
utilities cannot be adequately controlled by 
any system which does not provide for the 
regulation of the rates, service, and se- 
curity issues of any company engaged in 
the interstate transmission of electric 


power, in so far as such control is neces- 
sary to the regulation of interstate com- 
merce, in the following circumstances : 
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“(1) Whenever one of the states directly 
affected by an interstate transaction has no 
commission or other authority having juris- 
diction over rates, service, and security is- 
sues within the state. 

“(2) Whenever the commissions of the 
states affected by an interstate transaction 
cannot come to an agreement as to an ap- 
plication requiring the approval of each. 

“(3) Whenever charges of discrimina- 
tion are made as regards service and rates 
for consumers in different states. 

“(4) Whenever the states directly affect- 
ed by an interstate transaction are legally 
inhibited from exercising jurisdiction by 
virtue of the commerce clause of the Fed- 
eral Constitution.” 


LD jee the problem has been re- 
garded as either national or state. 
The advocates of state regulation as- 
sert that Federal regulation would be 
an unwarranted interference with state 
rights. Professor Elsbree points out 
that the problem is neither national nor 
state. He says: 


“No such certainty can possibly exist as 
to the machinery of administration which 
is best adapted to meet these requirements. 
Several principles have been suggested 
which ought to be given weight in forming 
any system of regulation. There is one 
which cannot be stated too frequently nor 
too emphatically. The solution proposed 
must recognize that this problem is neither 
national nor state. As evident as that may 
appear to be, it has only too rarely been 
observed. In the regulation of the trans- 
mission of electric power, as in the case of 
motor bus transportation, we are confront- 
ed with a problem which calls for a differ- 
ent mechanism than has yet been em- 


ployed.” 

Professor Elsbree believes that co- 
Operation among the states is the great- 
est present need in the regulation of 
interstate electricity. On this he says: 


“Of creative proposals there have been 
many. Interstate compacts, Federal con- 











trol with regional decentralization, joint 
boards as Federal agencies, Federal and 
state codperation with state commissions 
as Federal agencies—all of these proposals 
are a result of insight into the real char- 
acter of the problem of regulation of the 
transmission of electric power. On the 
other hand, those who from their position 
and from their wealth of experience in this 
field are best fitted to act as the leaders 
in the solution of this problem, the state 
utility commissioners, are precise!y those 
who conceive the solution of the problem 
in terms of exclusive duality. In taking a 
position of unequivocal and unrelenting 
opposition to any system devised calling for 
any assertion whatever of Federal control, 
they bid fair to retard seriously the efforts 
of those who are working towards a com- 
promise plan. The state commissioners are 
crying state rights and state control in the 
face of an economic situation which de- 
mands codperation among the states and 
between the states and the Federal govern- 
ment. Codperation among the states is un- 
questionably the greatest present need. But 
the economic and legal situations are such 
that there must be a modicum of Federal 
control. With respect to operating com- 
panies and their interstate transactions, at 
least, it would appear that this Federal con- 
trol could be most effectively exercised 
through the medium of the existing state 
commissions, with final authority in cer- 
tain cases vested in a central Federal tribu- 
nal, acting in so far as possible i in ,coopera- 
tion with the state commissions.’ 

6¢ HE greatest danger is that the states 
will not codperate. If their com- 
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missions, as Federal agencies, are given 
substantial control, and not merely advisory 
or testimonial functions, the incentive to 


coéperate will be great. If they maintain 
their present attitude, or if codperative 
action proves to be too cumberseme, a 
more centralized system of Federal regu- 
lation will certainly be the ultimate result. 
In their assumption that the electric power 
problem is a state problem, because pri- 
marily local in nature, the states see only 
the exclusive duality of Federal or state 
control. Their uncompromising attitude is 
to be regretted, not so much because it is 
responsible for temporary ineffectiveness in 
the regulation of an important element in 
the business of a great public utility, but 
because it will if maintained prevent a 
most hopeful and necessary experimenta- 
tion in administrative mechanism.” 


The state public service commission- 
ers are strongly opposed to the exercise 
of Federal jurisdiction wherever the 
state in the absence of Federal control 
has the power to regulate. They natur- 
ally fear that Federal control will domi- 
nate once Congress occupies the field as 
has been the case in the regulation of 
railroads. 


—H. C. S. 
INTERSTATE TRANSMISSION OF ELECTRIC 
Power. By Hugh Langdon Elsbree. A 


Study in the Conflict of State and Federal 


Jurisdictions. Published by the Harvard 
University Press: Cambridge, Mass. 197 
pages. $2.50. 1931. 





More Light on the Spread Between Generating 
and Distribution Costs of Power 


pica Pinchot’s debate with the 
engineers of this country over the 
distribution cost of electricity appears 
to have served the useful purpose of 
focusing upon this little explored field 
the attention of experts from whom we 
can expect real results shortly. One of 
these experts is Dr. John Bauer, direc- 
tor of the American Public Utilities 
Bureau. Dr. Bauer is giving the mat- 
ter of distribution costs careful consid- 
eration. 

He finds, for instance, that generat- 
ing and distribution cost usually do not 
exceed one cent per kilowatt hour (in- 
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cluding interest on investment), while 
ordinary domestic rates are seldom un- 
der 8 cents per kilowatt hour. Where 
does the spread go? 


i the May issue of National Munic- 
ipal Review, Dr. Bauer gives us a 
few of the more choice crumbs of 
knowledge gathered by himself in the 
preparation of the “Marketing Report” 
for the St. Lawrence Power Develop- 
ment Commission. While this board 
made no specific findings, it did never- 
theless present sufficient data to show 
definitely just what kind of infor- 
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STILL TRYING IT OUT 


mation will be needed. He states: 

“In the study we included a survey of 
available distribution costs for every com- 
pany and municipal plant in the state of 
New York, also all municipalities of 10,000 
population and over in the province of On- 
tario, Canada. The figures indicate strong- 
ly, but do not prove conclusively, that in 
the state at large the distribution expenses 
are considerably higher for the private 
companies than for the municipal plants. 
There are, moreover, wide differences be- 
tween individual companies, and for the 
most part high distribution costs obtain 
where high domestic rates prevail. 

“It may be true, of course, that high 
rates are due to the high distribution costs; 
but the reverse may also be true, that the 


high distribution costs have accumulated 
because the rates are high. At any rate, 
here is a field that certainly requires in- 
tensive study, (a) as to whether the costs 
are excessive and whether economies can 
be effected, and, (b) as to how the costs 
should be absorbed by the different classes 
of consumers, and particularly whether they 
are not peaked cumulatively upon the do- 
mestic users.” 


For the state of New York, the dif- 


ferent companies were grouped accord- 
ing to systems of control, from the 
properties of the Niagara Hudson in 
the extreme northwest to Long Island 
Lighting group in the extreme south- 
east. The following table (reproduced 
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There have been instances where gov- 
ernment operation has been successful 
and where it was resorted to because 
private management, even under pub- 
lic regulation, failed to provide ade- 
quate service at reasonable rates. I 
have not advocated universal adop- 
tion of government operation, but I 
am of the opinion that government 
operation is wise under certain con- 
ditions and that the laws of our states 
should permit government operation, 
just as I believe that our statutes 
should permit private operation under 
public control. There is no general 
or universal rule which may be laid 
down as applicable to every case, or 
even to every state, but it would be 
as unwise to deny to communities the 
opportunity to own and operate their 
own utilities as it would be to make 
private operation impossible under 
any circumstances. Each community 
should be given the right to determine 
which policy it shall pursue. 


I AM firmly convinced that a proper 

system of public regulation wise- 
ly administered will not endanger 
prudent unimpaired investment in 
public utilities, provided the manage- 
ment is efficient and constructive. In- 
deed, investors ought to desire and 
work for efficient regulation. Private 
unregulated monopolies are unthinka- 
ble, and if regulation fails, the only 
alternative is government ownership. 
The inevitable reaction where regula- 
tion breaks down is to seek govern- 
ment operation. 
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| id may be safely asserted that one 
of the most important causes, if 
not the prime cause, of the present 
dissatisfaction with public regulation 
and the criticism which one hears so 
generally is the attempt by those in 
control of utilities to obtain, not mere- 
ly a fair return upon prudent unim- 
paired investment, but profits in ex- 
cess of such an amount. This is the 
reason why reproduction cost has 
been so widely adopted in rate cases 
by utilities. They have not been con- 
tent with a fair return upon invest- 
ment. They have sown the wind; 
they may reap the whirlwind. 


HERE utilities have followed an 

enlightened policy in dealing 
with the public and have provided ex- 
cellent service at reasonable rates 
based upon a fair return upon pru- 
dent unimpaired investment, there 
will doubtless be no demand for gov- 
ernment operation; but if there is, 
such investment should be protected. 
Private management has no right to 
existence in the face of a determina- 
tion by the public to operate its utili- 
ties, but it does have a right under the 
conditions named above to protection 
against confiscation directly or indi- 
rectly. 


I AM sure that you will find what I 

have said upon the utility problem 
to be characterized throughout by the 
idea that investment and not theoret- 
ical values based upon inflated prices 
due to war conditions, is a proper 
basis for dealing with utilities. 


ee ——_ 


GOVERNOR OF THE STATE OF NEW YORK 
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The Cry of the 


Taxicab for Regulation 
Will it be heeded by the state or by the city? 


FoLLowI1nc the precedent of the railroads, the taxicab industry has reached 
the point in its development when it feels the need of governmental regu- 


lation, in order to prevent it from running wild to its own disaster. 


What 


form the proposed regulation should take, and the arguments for and 

against admitting this industry to membership in the family of utilities 

that are subject to state commission regulation, are set forth in the fol- 
lowing article. 


By FRANCIS X. WELCH 


‘¢¢ U to now,” as Al Smith 
would say, most of the 
folks who have been advo- 

cating taxicab regulation have not 
been taxicab men. Heretofore, the 
foremost proponents of taxicab regu- 
lation have been railway men and bus 
men. 

But during the last year a profound 
change has come over the complexion 
of the group that is rooting for taxi- 
cab regulation; the group is actually 
becoming full of taxicab operators 
themselves. 

This trend to a taxicab operator 
should have a very significant mean- 
ing ; it means that the taxicab has out- 
grown the. limitations of its infancy. 
It means that the taxicab is no longer 
the isolated aristocrat of the transpor- 
tation field—a chartered service pat- 
ronized only by the fairly well to do. 
It means that the taxicab is no longer 


even a supplemental handmaiden to the 
service rendered by the established car- 
rier by rail or bus. It means that the 
taxicab is today a full-fledged inde- 
pendent carrier, a necessary part of 
the transportation system of the up- 
to-date city. It means that the taxicab 
has come of age. 


HY does the mere fact that taxi- 

cab men themselves are begin- 
ning to ask for regulation prove con- 
clusively that the taxicab industry has 
completed its commercial develop- 
ment ? 

First of all, there is a rather de- 
batable regulatory theory that a busi- 
ness ought not to be regulated by the 
government unless and until the need 
for such regulation becomes so ap- 
parent that the leaders of the business 
ask for it themselves. This propo- 
sition has always been denied by the 
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liberal element who would impose 
regulation on every sort of business, 
or on many kinds of business not now 
regulated. But whether the propo- 
sition is entirely true or not, it cer- 
tainly is true to the extent of justify- 
ing the conclusion that a business 
whose leaders do ask for regulation 
certainly needs regulation without a 
doubt. 

The railroads, for example, were 
not subjected to governmental regu- 
lation until the majority of the leading 
rail executives in the country were 
convinced that some sort of govern- 
mental regulation was necessary to 
prevent the industry from running 
wild to its own financial destruction. 
Even such railroad pioneers as Hill, 
Fiske, and Gould, who profited most 
from the absence of railroad regula- 
tion, conceded that governmental 
supervision of the industry was in- 
evitable and the only means by which 
public confidence in the stability of 
rail service could be won. 

Today the leading executives of 
interstate bus lines are clamoring for 
interstate bus regulation, and have 
been clamoring off and on for the last 
five years. The Parker bill to that end 
still pends in Congress chiefly because 
those who unanimously agree that 
there should be bus regulation are not 
at all unanimously agreed as to the 
manner or mode for such regulation. 


S° it has been with the other utili- 
ties. They have been regulated 
primarily because some legislature 
thought that it was for the public in- 
terest that they should be regulated, 
but back of it all was usually the resig- 
nation of that utility’s leaders to the 
inevitable. It seems very plausible 
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that the leaders in a particular industry 
should be the first to sense the need 
for regulation—that they should have 
sufficient vision to recognize that to 
continue operation without regulation 
would create public antagonism and 
result in a condition such as dog-eat- 
dog wide open competition that would 
ravage the industry for decades. 

True, such utilities did not relish 
regulation any more than sick chil- 
dren relish castor oil, but smart utili- 
ties like smart children never howled 
much when the dose was given, be- 
cause they knew that it was for their 
own salvation. They may have tried 
to dictate the terms under which regu- 
lation was administered, or they may 
have objected to a particular brand 
of regulation as compared with an- 
other brand of regulation, just as the 
electrical industry today favors full 
state regulation rather than the 
Couzens’ Federal brand which is now 
being concocted in Congress, but they 
knew that to rage against regulation 
altogether would be not only futile but 
suicidal. 


W: have arrived at the conclusion 
that because the taxicab leaders 
are now asking for regulation, it is 
an almost infallible sign that they need 
it. Now let us go a step farther. 

Our second proposition is that no 
industry needs regulation until it has 
grown up to it. 

Granted that the taxicab industry 
needs regulation, it necessarily follows 
that it has grown up to it. 

What is meant by an industry 
“growing up” to regulation? Simply 
this. Most industries are offshoots of 
other industries. Bookbinding is an 
offshoot from printing; hat manufac- 
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turing is a specialized branch of the 
garment industry, and so on. There 
are only a few basic industries when 
we come to analyze them—such as the 
production of food, the manufacture 
of garments, and, what we are here 
concerned with, the business of public 
transportation. 


_ taxicab grew out of the busi- 
ness of public transportation. 
First there were fine gentlemen in the 
colonial days who would hire their 
own hansom cabs rather than patron- 
ize the public stage. The advent of 
the automobile gave this special 
chartered service considerable expan- 
sion. It became known as a “taxicab,” 
but it was still a mere incident to the 
business of the busses and street cars. 
It did not need regulation because it 
was comparatively unimportant. Cab- 
men could charge what they pleased 
because the common people did not 
care a hang whether taxi fares were 
high or low; the common people did 
not patronize them. Those who 
thought cab fares were too high could 
use a street car or walk. It never 
occurred to anybody then that the 
taxicab was a necessary part of the 
transportation system. Instead, it 
was regarded as a luxury for those 
who could afford it. Naturally there 
can be no necessity for the regulation 
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of a luxury, that is—as far as rate 
fixing is concerned. 


pd today we find that the majority 
of the transportation business of 
whole communities is being handled 
by taxicabs. We find street railway 
companies and bus companies confess- 
ing their inability in some places to 
cope with the low rates now being 
afforded by the taxicabs. We find in 
some cities (such as New York), the 
taxicab reaching places inaccessible to 
the street car or the bus in a manner 
and over a route impossible for the 
regularly scheduled carriers to ac- 
complish and, generally speaking, 
rendering a type of service entirely 
different from that rendered by the 
street car or bus. 

Eliminate the taxicab from the 
streets of New York overnight and 
we would find chaos in the morning. 
The subways, elevated and surface 
cars would be paralyzed under the in- 
creased load. Courts would wait for 
judges. Judges would wait idly for 
lawyers. Doctors would wait for 
clients. All business would be slowed 
up and some would be stopped alto- 
gether. 

That is what we mean when we say 
that the taxicab has “grown up” to 
regulation. We mean that it now 
stands on its own feet and furnishes 


“Too many regulatory bodies are regulating the taxicab 
as if it were still a mere appendage of the regular carrier. 
For that reason, they regulate the taxicab business, not for 
the benefit of the taxicab business, but rather for the bene- 


fit of the street car or bus business. 


These regulatory 


bodies must wake up to the fact that the taxicab is now a 


transportation agency in its own right. 


In other words, 


we must have taxicab regulation for taxicabs.” 
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a type of service which we cannot do 
without. 

The question now arises, why go to 
such bother to prove that the taxicab 
has grown up? Suppose it does need 
regulation? 

Very well, let us regulate it and be 
done with it. Is that not what the 
states are beginning to do now? 


a es the taxicab is easier 
said than done. The trouble 
with taxicab regulation so far is that 
the regulators do not seem to realize 
that the taxicab has come of age. Too 
many regulatory bodies are regulating 
the taxicab as if it were still a mere 
appendage of the regular carrier. For 
that reason, they regulate the taxicab 
business, not for the benefit of the 
taxicab business, but rather for the 
benefit of the street car or bus busi- 
ness. These regulatory bodies must 
wake up to the fact that the taxicab 
is now a transportation agency in its 
own right. In other words, we must 
have taxicab regulation for taxicabs. 


N°’ let us get down to cases. We 
find that what little rate regu- 
lating has been done to date has been 
by municipal authorities, with the pos- 
sible exception of a recent order fixing 
statewide taxicab rates by the Con- 
necticut Public Utilities Commission. 
Invariably these municipal authorities 
look out more for the perpetuation of 
the street car service than they do for 
the encouragement of the taxicab 
operator, or the benefit of the taxicab 
riding public. ‘The railway industry 
is sick,” they seem to say, “and unless 
we protect it, taxicab competition may 
kill it.” It does not seem to matter 
that too much street railway protec- 
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tion, like too much tariff protection, 
may throttle a legitimate and desirable 
industry. They appear to feel that 
the taxicab industry is so young, 
strong, and growing that it can stand 
for a good deal of throttling. 

But should the continuation of 
street car service be the sole consider- 
ation in the fixing of taxicab rates? 
If so, the city authorities would be 
justified in boosting cab fares so high 
that there would be absolutely no 
danger of competition between the 
two services. This may have been 
true in the old days when the taxi- 
cab was not a necessity. But the taxi- 
cab has come of age. There is a 
taxicab public to be considered. 


N New York city the taxicab men 

do more business in dollars and 
cents than all the regular transporta- 
tion carriers combined. In the city 
of Washington, D. C., the taxicab 
moves almost half as many people 
every day as the two street car com- 
panies operating in that city transport. 
Surely this considerable portion of the 
public that finds the taxicab a daily 
necessity has as much right to con- 
sideration as the people who ride the 
street cars. 

On the other hand, there is no doubt 
that the regular carriers must be pro- 
tected from unwarranted competition 
from taxicabs. For the present, at 
least, we can no more do without the 
railways than we can do without the 
taxis. The overnight suspension of 
railway service would paralyze our 
city life probably more seriously than 
a similar suspension of taxicab service. 
Some day when we have better high- 
ways, and improved air carriers, we 
may be able to tear up our railway 















on, 
ble 
hat 
ng, 
ind 


of 
er- 
es? 


igh 


the 
een 
xi- 
Xi- 
sa 


en 
ind 


‘ity 
cab 
ple 
m- 
rt. 
the 
‘ily 
on- 


the 


abt 
ro- 
ion 

at 
the 
the 


ur 
jan 
ce. 
rh- 


> 


we 





— 


2 le RN i, 


ee eee 





PUBLIC UTILITIES FORTNIGHTLY 





The Three Arguments for Municipal Regulation: 


As taxicab operation is essentially a mu- 


I- nicipal or at least metropolitan form of 
service, it should be regulated by a municipal 


or metropolitan agency. 


Local authorities are more familiar with 
2. local operating problems than are the state 


authorities. 


3 State commissions are too far away from 
© the city to exercise a continuous and ef- 
ficient form of control over local taxicab 


activities. 








tracks and dispense with street car 
service, but that day is yet far off. 


i follows from this that taxicab 
regulation should protect railway 
business only to the extent that it will 
not injure legitimate and regular taxi- 
cab business. There is a golden mean 
between an excessive regulatory pro- 
tective tariff in favor of the railways 
and a taxicab rate so low as to injure 
a street car company’s business. 

Why? For the simple reason that 
any taxicab rate so low as to draw 
patrons in large numbers away from 
the street railway system is too low 
to be compensatory to a taxicab oper- 
ator and, at the same time, permit safe 
and adequate taxi service. 

The average street car fare in this 
country is somewhat over 8 cents. 
When flat rate taxicabs operate 
throughout a city of a half million 
people for 35 cents or 25 cents for 
as many as four passengers, it is 
obvious that there is substantial com- 
petition between the street car and the 
taxicab. It is obvious, in view of 
prevailing conditions, also, that the 
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taxicab man cannot do a fair job of 
transportation at that rate and make 
a fair profit. Either he is losing 
money, or his equipment is inade- 
quate; or he has failed to protect the 
public from possible damage by means 
of liability insurance. 


HAT is to be done about this flat 

rate? Street railway officials 
and some municipal authorities say 
that the rate should be pushed up— 
far up—so far that there would be no 
danger of competition for the street 
car. Ten cents a quarter mile with 
a 50-cent initial charge has been sug- 
gested. Now this rate puts the shoe 
on the other foot. A great many peo- 
ple, who would ordinarily use taxicab 
service at any reasonable rate and 
have great need of the particular kind 
of service that the taxicab affords, 
would be driven under such circum- 
stances to use the street cars. 

Is this fair? Has the taxicab not 
as much right to protection from un- 
warranted street car competition as 
the street cars have to be protected 
from the taxicab? 












It seems to this writer that a taxi- 
cab rate capable of producing a fair 
return on adequate taxicab investment, 
including, of course, provision for de- 
preciation and liability insurance, 
must necessarily be out of ‘the realm 
of substantial competition with the 
street railways. We see, therefore, 
that the problem is solved simply and 
easily enough by the law of economics. 
It remains only for the regulatory 
bodies to enforce it. 

Again we see the wisdom of the 
ancient adage that the “easiest way is 
the best way.”” Require taxicab opera- 
tors to use safe and durable equip- 
ment, require them to make ample 
provision for depreciation, return, 
and public liability protection, and we 
find that the problem of competition 
between street railways and taxicabs 
has largely settled itself. As the Con- 
necticut commission, one of the few 
clear thinking regulatory bodies that 
has attempted to deal with this prob- 


lem, has expressed it: 

“Taxicab operation is in the nature of 
special service, distinct from mass trans- 
portation by railroads, railways, and motor 
busses at naturally lower rates. Taxicab 
rates are ordinarily for the service of the 
vehicle and driver for a particular trip, 
while mass transportation rates are based 
upon a specific rate per passenger. Each 
form of transportation has its special field 
and ought to be reasonably protected in 
the legitimate performance of its service.” 


| saperionaiens adherence to that prin- 
ciple should make taxicab regula- 
tion more of a success. But there 
is another important principle that 
should not be overlooked—the prin- 
ciple of metered rates. Flat rates, ex- 
cept under circumstances or in com- 
bination with a time rate, are econom- 
ically unsound. They are unsound 
because they are necessarily discrim- 
inatory and no business can prosper 
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on discriminatory rates or practices. 


HE taxicab flat rate is discrim- 

inatory because it compels the 
short-haul rider to pay more than his 
share, as compared with the long-haul 
passenger. Immediately, one wonders 
why this flat rate practice should be 
proper for the street railways and im- 
proper for the taxicab. At first blush 
it would appear that what is fair for 
one ought to be fair for the other, but 
it is not so. The street car is a regu- 
lar carrier. It must complete a certain 
course every trip, and it makes very 
little difference in operating costs 
whether a passenger stays on to the 
end of the route or gets off after a 
ride of a few blocks. Again, the 
street car is operated for the public. 
It is not chartered by the individual 
as the taxicab is. Then too, a street 
car fare is so small an amount that 
zone rates (which would be the only 
possible railway equivalent for metered 
cab rates) would be impractical in 
most cities. 

This is just another indication of 
the inherent difference in the character 
of service rendered respectively by the 
taxicab and the street car. And, of 
course, different types of service may 
require different modes of rate mak- 
ing. Again we turn to the Connecti- 
cut commission for authority on this 
point. In issuing an order forbidding 
flat rates for taxicabs, it stated: 

“The patron who is carried a long dis- 
tance under the flat method of charge 
ordinarily obtains the advantage of cheaper 
transportation than he could obtain if the 
taxicab were equipped with a taximeter. 
This advantage, however, is obtained at 
the expense of the flat rate passenger 
traveling a short distance. 

“It appeared also from the evidence that 
the existence of these dual methods of 


charge side by side in the same community 
has resulted in destructive competition 
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“TAXICAB operation is in the nature of special service, 
distinct from mass transportation by railroads, railways, 


and motor busses at naturally lower rates. 


Each 


form of transportation has its special field and ought to be 
reasonably protected in the legitimate performance of its 


service.” 


—Pusiic Utitities ComMISSION or CONNECTICUT 
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which, if continued over a period of time, 
may reasonably be expected to deteriorate 
the equipment used in the service and there- 
by affect the safety of transportation ren- 
dered. One of the results of public regu- 
lation should be the prevention of destruc- 
tive competition with all its harmful con- 
sequences. 

“The industry is protected against un- 
necessary additional competition by a find- 
ing of public convenience and necessity, 
thereby limiting the number of taxicabs to 
be operated, and the industry should pro- 
tect itself against destructive rate competi- 
tion by a friendly spirit of codperation, 
operating on a fair competitive basis at 
such reasonable rates as will assure safe 
and dependable service.” 

HE Connecticut commission evi- 

dently is one regulatory body that 
is conscious of the fact that the taxi- 
cab has come of age, that it is a service 
of a character distinct from that of 
the street railway, and for that reason 
that we should have taxicab regulation 
for taxicabs and not for street cars. 
This difference in attitude between 
this state commission and certain mu- 
nicipal regulatory bodies leads to a 
question that is now perplexing taxi- 
cab operators. Which is better, regu- 
lation by municipal authorities or 
regulation by a state commission? 
Just now, when taxicab regulation in 
many states is in the formative stage, 
is the time when this question should 
be settled, since the legislative mold 


once cast is not easily changed. 


|  eeniegpines of municipal regula- 
tion present three main argu- 
ments. They contend: 
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1. That taxicab operation, being 
essentially a municipal or at least met- 
ropolitan form of service, should be 
regulated by a municipal or metro- 
politan agency. 

2. That such local authorities are 
more familiar with and appreciative 
of local operating problems of par- 
ticular cities. 

3. That state commissions are too 
far away from the local city to exer- 
cise a continuous and efficient form of 
control. 

Certainly these are plausible conten- 
tions. And to top off these argu- 
ments, here is a quotation from a 
private letter of a taxicab operator 
who complains of the lack of effective- 
ness of commission regulation in his 
state. Speaking of the illegal opera- 
tions of a certain unauthorized com- 
petitor, he says: 

“We have always proceeded in this mat- 
ter according to approved methods of the 
public service commission laws and orders. 
We have complained against them and our 
complaints have been sustained; they were 
then ordered to discontinue. They applied 
for certificates, we protested and were sus- 
tained. This all took a great deal of time 
and lots of money. 

“But, they are still running and never 
did stop operating for one single day. 
They are still using the same company 
name and phone number—the only thi 
they ever did was to change the name o 
the proprietor. 

“We have been waiting for nearly three 
years for the public service commission to 
do its part in this matter—we have surely 


done everything in our power, and in a 
legal and proper manner.’ 











HAT is the answer? The answer, 

in the opinion of this writer is 
not a cessation of state regulation in 
favor of municipal regulation. The 
answer is to give more publicity to 
such deplorable results of inadequate 
appropriations. Would any taxicab 
operator located in a large city and 
familiar with the average municipal 
government seriously contend that this 
operator would have fared better if 
the administration of regulation were 
placed in his own city council? 


F® the sake of brevity, let us state 
the case for state commission 
regulation by examining and analyzing 
the soundness of the three contentions 
above listed in favor of municipal 
regulation. A criticism of the latter 
may well constitute a defense of the 
former. 

Taxicab regulation, it is urged first 
of all, is essentially a municipal form 
of service, and hence requires regu- 
lation by a municipal agency. Let us 
look around and see what other forms 
of utility service are not local by na- 


ture. There are the steam railroads,. 


interstate busses, pipe lines, and air- 
planes. But what of gas and elec- 
tricity? Is not the street railway es- 
sentially a local service in exactly the 
proportion as is the taxicab? Even 
telephone service is more local than 
interurban in character. Yet the vast 
majority of states have found it ad- 
visable to place the regulation of these 
utilities in a state commission rather 
than their city councils. Should not 
this dearly bought experience count 
for something? 

The local nature of a utility's oper- 
ations is no more reason for regula- 
tion by local city authorities than that 
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statewide operations of a chain restau- 
rant corporation would justify the 
usurpation by the state of local health 
regulation of eating places now prop- 
erly exercised by the cities. Further- 
more, how can we be sure that the 
taxicab operations are entirely local? 
We must remember the taxicab has 
come of age. 


H’v would we regulate by local 
municipal authorities the “local” 
operations of taxicabs in a city such 
as Boston, which is surrounded by so 
many other municipalities, including 
Brookline, Cambridge, and Dorches- 
ter, each exercising authority over 
taxicab operations within their cor- 
porate limits? Who would fix fares 
or regulate service over interurban 
operations under such circumstances? 
Who would enforce such regulation? 
It is clear that municipal taxicab regu- 
lation under such conditions would 
be unnecessarily complex, lacking in 
uniformity, and practically unenforce- 
able. 

Boston is probably an exaggerated 
example, but by no means an isolated 
one. There is scarcely a state that 
does not have in it at least one city 
surrounded by suburban settlements 
having independent municipal entities 
into which taxicab traffic from the 
central city is both natural and normal. 
How can we ever justify “local” regu- 
lation under such circumstances? 


HE second argument in favor of 

local regulation has to do with 
the familiarity of the local authorities 
with operating problems. Living in 
the same community, the city council- 
ors (or whoever else would do the 
regulating for the community) would 
know Joe Brown personally. They 
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The Three Arguments for State Regulation: 


The experience of state commissions in 
I. regulating other carriers qualifies them 
and gives them regulatory precedents. 


State commissioners are not subject to the 
2° pressure based upon personal, political, 
religious, or other prejudice, but decide cases 


purely on regulatory principles. 




















A centralized, uniform statewide type of 
3. regulation is preferable to the conflicting 
regulations which would arise from a large 
number of small and independent commis- 


SIONS. 





would know that he was a better oper- 
ator, a more upright citizen, and a 
more responsible person generally 
than Tom Black. They would license 
Joe Brown and refuse Tom Black. 
Furthermore, they would know per- 
sonally if Tom Black ever tried to 
sneak back into business under another 
name. It sounds plausible. But is it? 

Let us see. City councilors, un- 
fortunately at times, are human. They 
have likes and dislikes. They may 
like Joe Brown—may even have a 
daughter married to him. They may 
dislike Tom Black. He may even owe 
them a bill in their private butcher or 
bakery business. They may even li- 
cense Joe Brown more because he is 
a good Republican who swung a nice 
block of votes for them at their last 
election, than because he is a good re- 
sponsible operator. Such things have 
happened. 

Furthermore, are city councilors 
really more familiar with local opera- 
tions than state commissioners who 
live far away at the state capital? 


City councilors are usually good busi- 
ness men—butchers, bakers, lawyers, 
doctors, but very rarely are they ex- 
perienced utility regulators. Regula- 
tion is a complicated subject. If any- 
one doubts it let him contemplate the 
hundreds of volumes of court de- 
cisions on this one subject on the 
shelves of any complete law library. 
State commissioners are supposed 
to be and frequently are well versed 
in the fine points of regulation. That 
is their job—their specialty. State 
commissioners may not be so intimate- 
ly acquainted with the personalities in 
each case, but by the same token they 
are less susceptible to pressure based 
on personal, political, religious, or 
other prejudice. They decide cases 
purely on regulatory principles. So 
when it comes right down to cases, is 
it not the state commissions who are 
more likely to be “familiar” and “ap- 
preciative’ of a taxicab operator’s 
problems? What does the average 
city councilor know about deprecia- 
tion reserves >—working capital >—go- 
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ing concern value or other complicated 
problems of utility economics? 


6¢ uT,” the local regulation advo- 
cate may answer, “why not let 
each city organize a regulatory com- 
mission of its own—consisting of ex- 
perts who have this knowledge?” 

The answer to this is: What are 
they going to use for money? 

What profit would there be in each 
municipality attempting to support out 
of tax funds its own commission? 
Even were it economically possible to 
do so, which is better—a centralized 
uniform statewide brand of regula- 
tion emanating from the state capital 
in which operators in each city benefit 
from the regulatory experience of all? 
Or a number of small independent 
commissions issuing conflicting regu- 
lations as to such items as insurance, 
classification of accounts, and so forth, 
and more than likely quarreling with 
one another ? 


T° localized knowledge is really es- 
sential, let the state commission 
establish a branch or deputy in each 
city, but for ‘heaven’s sake let them 
work under a single head and not at 
odds with each other. Finally, inde- 
pendent municipal commissions would 
have to start out with a clean slate on 
regulatory precedents. Place taxicab 
regulation under the state commission 
and instantly it falls heir to archives 
and detailed general regulatory ex- 
perience that has been accumulated 
over a period, in some states, of as 
much as twenty-five years. 


Shee third objection to state com- 
missions is that they are too far 
away from the scene of regulatory 
crimes to do much good. Operators 
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suffering from unfair competition 
must send lawyers to the state capital 
to file complaints and, after that, must 
go there themselves with witnesses to 
attend hearings. All this is expensive. 
After the commission hands down an 
order restraining the erring operator 
and directing him “to cease and de- 
sist” from further such operations, it 
does not stay out in the local city to 
see that it is enforced. Local police 
cannot enforce such orders. The good 
operator must spend more money for 
a suit in local courts for an injunction 
against the bad operator. Meantime 
he is also losing much money from the 
unfair competition. 

This is a meritorious argument. 
But it cannot be cured by municipal 
regulation. The orders of a city coun- 
cil or local commission will no more 
enforce themselves than the orders of 
a state commission. What is needed 
is more law—giving to the orders of 
a state commission all the force and 
effect of a court decree—the violation 
of which would make the offender 
guilty in any criminal court of the 
state of contempt punishable by im- 
prisonment. Such a law would soon 
put an end to dallying with the com- 
mission’s orders. Such a law is need- 
ed in every state in the Union. 

As for local hearings, state com- 
missions might well adopt the prac- 
tice now followed in New York state 
of sending a single commissioner or 
deputy to all cities in the state to hold 
“preliminary hearings” upon which 
the full commission’s authority can 
be invoked if quick action is needed. 
It has even been suggested that in 
large states the commission should 
have a permanent office in the cities 
distributed throughout the state. 
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As Seen from the Side-lines 





——_ with iconoclastic pen 
recently expressed the hope that 
“no one will spoil the governors’ inno- 
cent fun by taking their conferences 
seriously.” 

* He 

Tuat was before the conference 
convened at French Lick, where Tom 
Taggart, George Brennen, and others 
of Democratic allegiance and mutual 
aims were in the habit of agreeing upon 
their choice for President. 

* * 

THE governors were to taboo pro- 
hibition. They were to ignore power. 
They were to content themselves, it 
seemed to the iconoclastic gentleman, 
with much food, much evasion, and 
much concentration upon purely local 
and purely puerile problems calculated 
not to disturb the persons who make 
up the first pages of the newspapers. 

* * 

WELL, that gentleman did not count 
upon the presence of Mr. Gifford 
Pinchot. That person of aristocratic 
mien from the Rappahannock did at- 
tend; and he did talk power. It has 
been his breakfast, lunch, and dinner 
topic for some years now, and he man- 
ages to mix it in even with the endives 


and the salads. 
ok * 


Ir so happened that a Pope had not 
died, Babe Ruth had not developed a 
charley-horse, and, therefore, Mr. 
Pinchot did crack page 1 for the con- 
ference. The New York Times might 
have been expected to go into it for 
four or five columns, the ubiquitous 
Baron Warn with his nonstop type- 
writer being present for the Times. 
But with the absence of other sensa- 
tional news of competitive nature, the 
press of the country afforded Mr. 
Pinchot both space and prominence for 
which he no doubt is quite grateful. He 
is that sort of fellow. 
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PincHort is an able man. His repu- 
tation for disinterested public service 
has clung to him unfailingly since his 
dramatic attack upon Ballinger in the 
public reserves scandals of a quarter 
century ago. He spends money for 
these public ventures and adventures. 
In fact, he employs experts to delve into 
the financial structures of the power or- 
ganizations and to compute statistics 
which Mr. Pinchot has a penchant for 
converting into readable English. 

ok cr 

One of Mr. Pinchot’s aggressive and 
unswayable antagonists in Pennsylvania 
gave reply to him in vein which might 
be interpreted as sarcastic and savage. 
He said in short that Pinchot is an ef- 
fective purveyor of untruths, a polite 
expression which could have been con- 
densed into a single word of four let- 
ters. 

* ze 

THE public loves a wrangle. Ac- 
cordingly, the Governors’ Conference 
became quite a success, despite the 
iconoclastic bewailing; and power was 
thrust into the foreground as one of 
the major issues of the campaign. 


x ok 

Ir is easy to read Mr. Pinchot’s set 
speech and to form one’s own convic- 
tions. It is difficult to accept as con- 
clusive the interpretative newspaper re- 
ports and the consequent follow-up 
stories in which Mr. Pinchot was repre- 
sented as being in search of an oppo- 
nent of Mr. Hoover for the Republican 


nomination. 
* 


THE latter assumption, if it be true, 
forecasts a very serious situation. Mr. 
Hoover will be accepted by the public 
after the nomination, which he will win 
regardless of Mr. Pinchot, as a dry; 
and he will accumulate such defections 
as may come from those who are con- 
vinced that prohibition is a dismal, re- 











grettable failure. He will be possessed 
of much responsibility for the terrible 
depression, whether the country has en- 
tirely moved out of it or not by that 
time. If an opponent should be elected, 
Mr. Pinchot and his followers will 
ascribe the result in part at least to the 
power issue. Everybody knows that 
Congress follows the trail of public 
sentiment in so far as that trail is dis- 
tinguishable; and, in that event, it may 
be assumed, this time without reserva- 
tion, that the power interests would be 
in for an uncomfortable four years at 
Washington. 
* aK 

Mr. Roosevelt of New York made it 
a point to attend the Governors’ Con- 
ference. Thereafter, he consulted with 
influential politicians from several sec- 
tions of the country and he pilgrimaged 
among those convenient and contiguous 
midwestern states where the vote is 
heavy and pivotal. It was interesting 
to note that during those days he was 
advocated for the presidential nomina- 
tion by Colonel House, whose influence 
within the Democratic party is not to 
be discounted. 

* * 

Mr. Roosevelt’s views on power have 
been too frequently discussed by him- 
self and analyzed here to remove any 
doubt of the viewpoint with which the 
public will accept him. He is perfectly 
satisfactory to Mr. Pinchot; in fact, 
Morris Llewellyn Cooke had shortly be- 
fore been named by him to the power 
commission of New York state, along 
with Frank Walsh. Morris Llewellyn 
Cooke was chairman, or, at least, a 
member, of Pinchot’s giant power com- 
mission while Frank Walsh, although a 
Democrat, is known frequently to have 
consulted those who see the power issue 
through the same glasses with Pinchot. 
Whether they are smoked glasses is the 
question which the public will eventual- 
ly decide. That is unimportant for 
present purposes. 
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Witson’s candidate, Cox, was de- 
feated on the League of Nation’s issue. 
As a matter of fact, it was a contribut- 


ing issue. High taxes, war costs, lack 
of employment when the soldiers re- 
turned, delayed hospitalization of them, 
and Wilson’s fatal mistake of appeal- 
ing for a Democratic Congress to sup- 
port him during the wartime, each and 
all of those issues played their part in 
the Democratic debacle and any one of 
them afforded an obstacle too difficult 


for the Democrats to overcome. 
ok K 


Ir may be said that existing condi- 
tions raise similar barriers against Re- 
publican success. If that result comes, 
the loudest shouters will receive credit 
and nobody can expect that Mr. Pinchot 
and his followers would be halting or 
unduly modest in asserting their claims. 
The country then would be in for the 
most elaborate and disquieting period of 
regulation since the trust-busting days 


of Theodore Roosevelt. 
* * 


THE campaign is on. Previously 
those who have sought a quiet, recrea- 
tional summer have been warned here- 
in that they should abandon any such 
delusion. The lines are already being 
drawn in many states. Political scouts 
are emerging from obscurity. Some 
unemployment is bound to be relieved 
because great interests are affected and 
they usually can be prevailed upon to 
believe that good old coin of the realm 
speaks a convincing message in presi- 
dential campaigns. 

* 


GoverRNors dined well at French 
Lick. But there will be lobster salad 
and asparagus tips for the practical pols 
who realize that while ordinary busi- 
ness depressions may carry on for 
years, the drought in politics is broken 
quadrennially. 
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“Wat the Worker Thinks of Government Ownership—and Why, 


” 


will 


be told in the coming issue of this magazine, by WuiTING WI.LiAMs, the 
widely known public relations and industrial consultant, who has spent a 
good part of his life among the laborers of this country. 
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What Others Think 





State or Federal Regulation of 
Interstate Power Transmission ? 


N° regulatory problem has been the 
subject of more debate than that 
of the method of control over the inter- 
state transmission of electric power. 

While the amount of current which 
crosses state lines is small as compared 
with the total amount generated, it is 
nevertheless appreciable, and it has 
given rise to a number of questions 
which have been troublesome to the 
regulatory authorities. 

The problem is partly legal and part- 
ly administrative. It has usually been 
discussed from the legal standpoint. 
What can the state regulate? What can 
the Federal government alone regulate? 
As a matter of law the state can regu- 
late current which crosses state lines 
provided it is not sold at wholesale to 
a distributing company. Assuming that 
to be so, there are nevertheless admin- 
istrative problems which make regula- 
tion by the state authorities difficult at 
times in the absence of codperative 
action by the states. 

This is well pointed out in a recent 
book on the subject by Hugh Langdon 
Elsbree, instructor in government, Har- 
vard University. The author shows 
where adequate control may be lacking. 
Upon this subject he says: 


“Tt would be unwise and unprofitable to 
enter here into a prolonged discussion of 
the ideal solution of this problem. Certain 
conclusions can be drawn as to the defects 
in the existing scheme of regulation. It 
can be stated with conviction that the in- 
terstate transactions of operating electric 
utilities cannot be adequately controlled by 
any system which does not provide for the 
regulation of the rates, service, and se- 
curity issues of any company engaged in 
the interstate transmission of electric 
power, in so far as such control is neces- 
sary to the regulation of interstate com- 
merce, in the following circumstances : 
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“(1) Whenever one of the states directly 
affected by an interstate transaction has no 
commission or other authority having juris- 
diction over rates, service, and security is- 
sues within the state. 

“(2) Whenever the commissions of the 
states affected by an interstate transaction 
cannot come to an agreement as to an ap- 
plication requiring the approval of each. 

“(3) Whenever charges of discrimina- 
tion are made as regards service and rates 
for consumers in different states. 

“(4) Whenever the states directly affect- 
ed by an interstate transaction are legally 
inhibited from exercising jurisdiction by 
virtue of the commerce clause of the Fed- 
eral Constitution.” 


LP igee the problem has been re- 
garded as either national or state. 
The advocates of state regulation as- 
sert that Federal regulation would be 
an unwarranted interference with state 
rights. Professor Elsbree points out 
that the problem is neither national nor 
state. He says: 


“No such certainty can possibly exist as 
to the machinery of administration which 
is best adapted to meet these requirements. 
Several principles have been suggested 
which ought to be given weight in forming 
any system of regulation. There is one 
which cannot be stated too frequently nor 
too emphatically. The solution proposed 
must recognize that this problem is neither 
national nor state. As evident as that may 
appear to be, it has only too rarely been 
observed. In the regulation of the trans- 
mission of electric power, as in the case of 
motor bus transportation, we are confront- 
ed with a problem which calls for a differ- 
ent mechanism than has yet been em- 


ployed.” 

Professor Elsbree believes that co- 
Operation among the states is the great- 
est present need in the regulation of 
interstate electricity. On this he says: 


“Of creative proposals there have been 
many. Interstate compacts, Federal con- 











trol with regional decentralization, joint 
boards as Federal agencies, Federal and 
state codperation with state commissions 
as Federal agencies—all of these proposals 
are a result of insight into the real char- 
acter of the problem of regulation of the 
transmission of electric power. On the 
other hand, those who from their position 
and from their wealth of experience in this 
field are best fitted to act as the leaders 
in the solution of this problem, the state 
utility commissioners, are precise!y those 
who conceive the solution of the problem 
in terms of exclusive duality. In taking a 
position of unequivocal and unrelenting 
opposition to any system devised calling for 
any assertion whatever of Federal control, 
they bid fair to retard seriously the efforts 
of those who are working towards a com- 
promise plan. The state commissioners are 
crying state rights and state control in the 
face of an economic situation which de- 
mands codperation among the states and 
between the states and the Federal govern- 
ment. Codperation among the states is un- 
questionably the greatest present need. But 
the economic and legal situations are such 
that there must be a modicum of Federal 
control. With respect to operating com- 
panies and their interstate transactions, at 
least, it would appear that this Federal con- 
trol could be most effectively exercised 
through the medium of the existing state 
commissions, with final authority in cer- 
tain cases vested in a central Federal tribu- 
nal, acting in so far as possible in codpera- 
tion with the state commissions.” 


HE greatest danger is that the states 
will not codperate. If their com- 
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missions, as Federal agencies, are given 
substantial control, and not merely advisory 
or testimonial functions, the incentive to 
cooperate will be great. If they maintain 
their present attitude, or if codperative 
action proves to be too cumberseme, a 
more centralized system of Federal regu- 
lation will certainly be the ultimate result. 
In their assumption that the electric power 
problem is a state problem, because pri- 
marily local in nature, the states see only 
the exclusive duality of Federal or state 
control. Their uncompromising attitude is 
to be regretted, not so much because it is 
responsible for temporary ineffectiveness in 
the regulation of an important element in 
the business of a great public utility, but 
because it will if maintained prevent a 
most hopeful and necessary experimenta- 
tion in administrative mechanism.” 


The state public service commission- 
ers are strongly opposed to the exercise 
of Federal jurisdiction wherever the 
state in the absence of Federal control 
has the power to regulate. They natur- 
ally fear that Federal control will domi- 
nate once Congress occupies the field as 
has been the case in the regulation of 
railroads. 


—H. C. S. 
INTERSTATE TRANSMISSION OF ELECTRIC 
Power. By Hugh Langdon Elsbree. A 


Study in the Conflict of State and Federal 


Jurisdictions. Published by the Harvard 
University Press: Cambridge, Mass. 197 
pages. $2.50. 1931. 





More Light on the Spread Between Generating 
and Distribution Costs of Power 


(.2" Pinchot’s debate with the 
engineers of this country over the 
distribution cost of electricity appears 
to have served the useful purpose of 
focusing upon this little explored field 
the attention of experts from whom we 
can expect real results shortly. One of 
these experts is Dr. John Bauer, direc- 
tor of the American Public Utilities 
Bureau. Dr. Bauer is giving the mat- 
ter of distribution costs careful consid- 
eration. 

He finds, for instance, that generat- 
ing and distribution cost usually do not 
exceed one cent per kilowatt hour (in- 
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cluding interest on investment), while 
ordinary domestic rates are seldom un- 
der 8 cents per kilowatt hour. Where 
does the spread go? 


I“ the May issue of National Munic- 
ipal Review, Dr. Bauer gives us a 
few of the more choice crumbs of 
knowledge gathered by himself in the 
preparation of the “Marketing Report” 
for the St. Lawrence Power Develop- 
ment Commission. While this board 
made no specific findings, it did never- 
theless present sufficient data to show 
definitely just what kind of infor- 
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STILL ,TRYING IT OUT 


mation will be needed. He states: 


“In the study we included a survey of 
available distribution costs for every com- 
pany and municipal plant in the state of 
New York, also all municipalities of 10,000 
population and over in the province of On- 
tario, Canada. The figures indicate strong- 
ly, but do not prove conclusively, that in 
the state at large the distribution expenses 
are considerably higher for the private 
companies than for the municipal plants. 
There are, moreover, wide differences be- 
tween individual companies, and for the 
most part high distribution costs obtain 
where high domestic rates prevail. 

“It may be true, of course, that high 
rates are due to the high distribution costs; 
but the reverse may also be true, that the 


high distribution costs have accumulated 
because the rates are high. At any rate, 
here is a field that certainly requires in- 
tensive study, (a) as to whether the costs 
are excessive and whether economies can 
be effected, and, (b) as to how the costs 
should be absorbed by the different classes 
of consumers, and particularly whether they 
are not peaked cumulatively upon the do- 
mestic users.” 


For the state of New York, the dif- 


ferent companies were grouped accord- 
ing to systems of control, from the 
properties of the Niagara Hudson in 
the extreme northwest to Long Island 
Lighting group in the extreme south- 
east. The following table (reproduced 
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below) is a summary of the total kilo- 
watt hours sold and distribution ex- 
penses in mills per kilowatt hours sold 
for the year 1929. 


HESE figures below show the ex- 
treme need for distribution cost 
investigation and analysis. Dr. Bauer 
goes on to mention factors such as 


Company or system up-state 


Niagara Hudson Power 
Associated Gas and Electric 
Central Hudson Gas and Electric 


Long Island Lighting (outside New York city) 


New York Edison (outside New York city) 
Other up-state companies 
Municipal plants 


Total up-state 
Up-state, excluding Niagara Hudson Power 


New York city 
New York Edison 


Staten Island Edison (Associated Gas and Electric).. 
(Long Island 


Queens Borough Gas and Electric 
Lighting) 


Total New York city 


Total state 


Total state, excluding Niagara Hudson Power 


heavy industrial patronage that might 
explain, for instance, the low distribu- 
tion cost of Niagara Hudson as com- 
pared with the service in residential 


Brooklyn. 
—M. M. 


Are Etectric Distrisution Costs Exces- 
sive? By John Bauer. National Municipal 
Review. New York. May, 1931. 


Distribution expenses ; 
mills per 
kilowatt hour. 


Electricity 
distributed, 
kilowatt hour 
5,253,118,529 

52,588 
109,171,927 
116,580,985 
197,701,309 

88,088,062 
84,284,619 


6,497,798,019 
1,244,679,490 
3,303,056,202 
86,031,255 
26,550,036 
3,415,637,493 


9,913,435,512 
4,660,316,983 





A Municipal-Ownership David Hurls an 
Editorial Rock at the Electrical Goliath 


in many respects, that we intend to make 


HE reverberations from the recent 
battle between Senator George W. 
Norris and Mr. Paul Clapp as to 
whether there is or is not a power trust 
continue unabated. Mr. Clapp’s reply 
to Senator Norris, (previously re- 
viewed in these pages), was published 
in the March 8th issue of the Chicago 
Tribune. It brought prompt action 
from Carl D. Thompson, the energetic 
editor of Public Ownership, in the 
April issue of that publication. 
Mr. Thompson girds his editorial 
loins with the following introduction : 


“These statements of the power trust 
spokesmen are so full of misleading and 
false statements, so absurd and grotesque 


full and complete reply. This, however, 
will require more space than can be spared 
in any one issue of our Public Ownership 
magazine, so we propose to answer briefly 
the main points that have been made, and 
then later we may take up each one of these 
points and answer them more fully.” 


IrST of all, the editor answers Mr. 

Clapp’s assertion that the power 
trust does not exist by pointing out that 
the Federal Trade Commission’s report 
to that effect, upon which Mr. Clapp’s 
statement was based, is now four years 
old. The situation is now greatly 
changed ; the report which is being pre- 
pared by the champions of the Public 
Ownership League on the findings of 
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the current Federal Trade Commission 
investigation, we are told, will soon 
prove that conclusively. Messrs. Clapp 
and Insull should hold their tongues un- 
til this report is in, says Mr. Thomp- 
son, and then talk if they dare. Off- 
hand, it would seem that if we must 
wait for this Public Ownership League 
report on the Federal Trade Commis- 
sion’s findings, we might as well wait 
around for the final report of the Fed- 
eral Trade Commission on its own find- 
ings. In any event, however, we are 
admonished to postpone our verdict as 
to whether there is or is not a power 
trust. 


prone on the list is the Insull-Clapp 
argument that capital account re- 
visions by utilities do not affect rates 
to consumers. Mr. Thompson denies 
this and says that they do affect rates. 
Again, he begs off as to proof until a 
later issue, but he scores a point with 
this question: If write-ups mean noth- 
ing, why are they made? 

There’s one for the power trust to 
answer. 


T= third point deals with the oft- 
repeated assertion that domestic 
electric rates could not be excessive, as 
they generally amount “to less than 10 
cents a day, the price of a good cigar!” 
Granting these facts, Editor Thompson 
fails to see why the public should have 
to buy cigars at any price for Messrs. 
Clapp or Insull. We have millions for 
defense but not one red cent for the 
power trust, unless it can prove a clear 
title to it for service rendered. Ap- 
parently, this country still needs a good 
5-cent cigar. 


‘ | ‘ne fourth point has to do with the 
effectiveness of commission regu- 


lation. Mr. Clapp says regulation makes 


excessive rates impossible. Editor 
Thompson says regulation is worse than 
a failure; it is a snare and a delusion. 
For proof, says he, just see how all the 
municipalities in Wisconsin, Illinois, 
and elsewhere are struggling to free 
themselves from the commission’s juris- 
diction! If the struggle for home rule 


by municipalities constitutes such proof, 
regulation was a failure even before it 
was started in 1907, for the home rule 
movement, like the poor in the Gospel, 
we have always had with us. Further- 
more, the effectiveness of this strug- 
gling does not seem to be very marked. 
The Wisconsin legislature, for example, 
has just passed, at the instigation of the 
house of La Follette, a bill greatly ex- 
tending the regulatory powers of the 
railroad commission of that state with- 
out regard to municipal limits. 


OINTS five, six, seven, and eight are 

matters of opinion that cannot be 
settled definitely as long as either side 
has breath to argue. As neither side 
seems to be getting winded, the discus- 
sion may be expected to go on ad in- 
finitum, They have to do with the com- 
parison of rates for a quantity of elec- 
tricity that originally sold to a wagon 
works concern in Florence, Alabama. 
Mr. Clapp claimed Senator Norris’ 
comparisons were unfair when he sent 
the Florence bill to large municipal 
plants such as Los Angeles. He sug- 
gested a few of comparable size to 
Florence. Editor Thompson says this 
is unfair because some of the cities in 
Mr. Clapp’s selection, such as Coffey- 
ville, Kansas, are using proceeds from 
their municipal power plants to free the 
worthy citizens from the curse of taxes. 
To top it all off, the hoary example of 
cheaper rates of the Ontario Hydro as 
compared with Niagara Falls, New 
York, is dragged in and turned over 
to fry on the other side. This type of 
discussion is so confusing and proves 
so little that the average layman would 
do well to accept the verdict of Pro- 
fessor William E. Mosher, of Syracuse 
(cited with approval by Editor Thomp- 
son), that the indiscriminate mixing of 
domestic, commercial, and power rates 
“produces a jumble that is meaningless 
so far as effecting a comparison of the 
relative rates paid by the consumers is 
concerned.” 


OINT nine in the Thompson indict- 
ment cannot be dismissed so lightly. 
“If power companies are earning only 
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modest returns on legal valuations,” he 
says in effect, “why, then, do some 
companies pay as high as 30 and even 
34 per cent dividends on common 
stock?” Of course the editor goes too 
far when he assumes that this fact is 
ipso facto conclusive proof of exces- 
sive profits. Many a utility has a pres- 
ent fair property value, under the law 
of the land, of considerably more than 
the total of its obligations on outstand- 
ing securities. A company which re- 
ceives 7 per cent return on a fair value 
of $100,000 would, for instance, be able 
to pay 10 per cent dividend on an in- 
vestment of $70,000, and if half of this 
investment was in bonds guaranteeing 
only a 6 per cent yield, the remaining 
common stock could realize as high as 
14 per cent return. Added to these fac- 
tors are possible returns from unregu- 
lated enterprises such as the merchan- 
dising of appliances and real estate 
operations. But Mr. Thompson’s query 
should serve to make the utilities con- 
scious of a need to show the public just 
how the amount of dividends on com- 


mon stock is paid; otherwise, they must 
be content to endure the unsympathetic 
presumptions of Senator Norris and his 
friend. 

There were eight more points cov- 
ered by Mr. Thompson, but they were, 
in the main, devoted to less important 
phases of the controversy, such as the 
argument over taxes, and the alleged at- 
tempts of the utilities to seduce our 
American newspapers (including the 
tabloids) from their virtuous paths of 
civic purity. 

Mr. Thompson scores a final point by 
objecting to the use of the terms “So- 
cialist” and “Bolshevik” by some of the 
electrical industry leaders when they 
can think of no better argument. This 
is something the utility spokesmen 
might really consider. These discus- 
sions could be conducted on a much 
higher plane if both sides would stop 
confusing arguments with epithets. 


Tue Power Trust Is no MytH. By Carl D. 
Thompson. Public Ownership. Chicago; 
April, 1931. 





The Menace of a Government-owned 
““Power Trust” 


Ast on the heels of Editor Carl 

Thompson’s spirited reply to Mr. 
Paul Clapp, Matthew S. Sloan, presi- 
dent of the New York Edison Com- 
pany, went to bat for the public utili- 
ties. Mr. Sloan’s contribution appeared 
in the pages of Nation’s Business. His 
tone is not so pugnacious as that of 
Mr. Thompson, and he refrains from 
indulging an argument over specific de- 
tails, with the notable exception of an 
elaborate attempt to piece together the 
Ontario rate comparison puzzle. His 
argument is intelligent, readable, but 
rather general; it might be regarded 
lofty and constructive or it might be 
called noncommittal, dependent upon 
the point of view of the reader. 


M: Sloan’s rejoinder has one char- 
acteristic, however, that marks 


830 


a departure; he apparently appreciates 
the fact that the best defense is a 
powerful offense, that the best reply is 
an attack. The American public does 
not enthuse much over a defensive 
fighter, whether in the pugilistic or in 
the political ring. The utilities have 
been rather slow waking up to this fact, 
but Mr. Sloan, for one, is keenly ap- 
preciative of it. 

The gist of his message is this: 

There is no such animal as a power 
trust today; it is a mere fabrication of 
politicians who are afflicted with a pov- 
erty of issues. But there is danger that 
we may have a real power trust, and 
this menace comes from a direction 
where the public looks for it the least. 
The power trust menace can be created 
by those who are fighting the nonex- 
istent trust of the present. Government 
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ownership could create such a power 
trust of the most expensive sort—a de- 
vastating bureaucracy controlling the 
electrical service of the nation. 

This idea is not entirely new, but 
Mr. Sloan’s presentation of it is. He 
tears the hide off of those politicians 
who go about howling down the power 
trust without thought of what to sub- 
stitute for it. Too timid to come out 
in the open and endorse the logical se- 
quence of such a position—to wit, gov- 
ernment ownership—these gentlemen 
are concerned only with making the 
most of the political benefits to be de- 


rived from parading around with a 
“Progressive” label plastered on them. 
It is such insincere and selfish dema- 
gogues, observes Mr. Sloan, who ought 
to be driven from public office. 


R. Sloan is not quite so hard on 

the power trust backer who is 
sincere about what he would substitute 
for the present electrical industry—gov- 
ernment ownership. He apparently 
believes that such a position is at least 
consistent. Mr. Sloan welcomes an op- 
portunity for us to get down to a real 
discussion of government ownership on 
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its own merits. He does not want the 
real issues smothered by idle talk about 
false issues. He says: 


“This is the real issue smothered under 
the talk about wiping out the imaginary 
power trust and launching the government 
into the power business. If those who are 
attacking the utilities would unite on that 
issue, campaign it in the open, with free 
discussion of all the facts, I believe the 
effect would be wholesome. 

“But I do not expect to see anything 
like that. To advocate government owner- 
ship and operation of the utilities calls for 
more conviction and courage than most 
politicians possess, even if they incline 
toward it. Only a few go the whole way. 
Most of them are sniping at the power trust 
as evidence of their devotion to the cause 
of reform, while they try to preserve their 
political safety by taking no definite posi- 
tion. 

“There is a sad confusion of thought 
in most discussion of the power trust and 
its results. Critics of electric utilities 
clamor for reduced rates, but it is clear, 
when they speak of greed, corruption, and 
the like, that what they are really attack- 
ing is profits. The two things—prices and 
profits—are quite different. Do they seek 
to regulate prices or are they trying to 
restrict profits? Are we to be led into 
an attempt by the government to confiscate 
business and legitimate profits? It would 
clear the air if this issue were exactly de- 
fined.” 


Mr. Sloan says that the utilities are 
being picked on for being a monopoly 
which could never exist, that the rail- 
roads are being ordered to consolidate, 


that the oil and steel combines, with- 
out any regulation at all, are as power- 
ful as ever but nobody seems to care. 
He says that excessive rates are im- 
possible because of state regulation and 
that territorial monopoly, in the utility 
business at least, is the only economical 
method for practical operation. These 
arguments are valid enough, if trite and 
familiar. 


r. Sloan’s argument to the effect 

that the electrical industry has 
no monopoly but, on the other hand, 
has active competition from submeter 
operators in apartment houses seems a 
bit lame. Submetering may be a prob- 
lem to Mr. Sloan, whose business is to 
serve power to the apartment housed 
citizens of New York city, but, na- 
tionally speaking, the submeterer is a 
pretty small potato. 

Mr. Sloan’s argument on competition 
with the electric industry improves 
when he points to advertisements by 
different power companies, asking in- 
dustries to settle in this or that city, as 
evidence of the active competition for 
important new business that goes on be- 
tween the so-called subsidiaries of the 


power trust. 
—D. L. 


TurninGc Kitowatts 1nto Votts. By Mat- 
=f S. Sloan. Nation’s Business. June, 





Other Articles Worth Reading 


rendered but based rather on the risk in- 


DEPARTMENT OF CuRRENT LEGISLATION. By 
Joseph P. Chamberlain. American Bar 
Association Journal; June, 1931. 


GOVERNMENTAL REGULATION OF EXCHANGES. 
By G. Wright Hoffman. The Annals of 
The American Academy. May, 1931. 

This author makes an interesting dis- 
tinction between utilities of place, namely 
those which transport goods from where 
they are not needed to where they are 
needed, and utilities of time, namely those 
which store goods from a time they are not 
needed to a time when they are needed. 
Regulation of grain exchanges, we learn, is 
based upon the popular opinion that the 
unregulated profits of the latter type of 
utility are not in proportion to the service 


volved. The historv of such regulatory 
legislation, including the Grain Futures Act 
of 1921, is reviewed. 


OrIGIN AND DEVELOPMENT OF Rapio Law. 
By William J. Donovan. Air Law Review; 
April, 1931. 

SECURING THE COOPERATION OF THE Em- 
PLOYEE. By E. K. Hall. Electric Railway 
Journal; April, 1931. 


Turninc KitowatTts into Votes. By M. S. 
Sloan. Nation’s Business; June, 1931. 


Wuy Urtiitires SHoutp MeERcHANDISE. By 
Paul Renshaw. Public Service Manage- 
ment; June, 1931. 
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The Experience of Governments 
in Running Railroads 


I HAVE never known the advocates of pub- 
lic ownership to present all the facts. 
Mr. Judson King (whose article “When and 
Why Uncle Sam Is Forced Into Business” 
appears in your March 19th issue) is no ex- 
ception. I refer to only two of his examples 
—the building of ships in our navy plants 
versus private ownership, and the large in- 
crease in the expenses of the railroads in 
1920 over 1919. 

As for building ships by Uncle Sam: The 
publicly owned shipyards escape taxation 
and capital equipment costs, and gain much 
by the grafting of one department upon an- 
other, i. e. an engineer paid by the Navy De- 
partment will be drafted to superintend the 
building of a warship with no cost for such 
service added to the ship. 

Mr. King’s most glaring insinuation (I 
think that is the word to use), is in trying 
to make the reader believe that the billion 
and a half increase in railroad expenses for 
1920 over 1919, was purposely made by the 
owners of the railways, either in the form 
of greed, or because the law permits the rail- 
roads to earn 54 per cent on capital invest- 
ment! It would have been an easy matter 
for Mr. King to show that Uncle Sam let 
the roads run down during the period he 
operated, besides losing $1,700,000,000 of our 
money. It would also be easy to show that 
this caused the railways to employ an extra 
large number of men and at the highest 
wages ever paid. 

In 1919, the last year Uncle Sam ran the 
railroads, an average of 1,960,000 men were 
employed at an average wage of $4.98 a day. 
In 1920, an average of 2,072,971 men were 
employed at an average wage of $5.36 a 
day. <A total wage of $2,900,000,000 was 
the cost to Uncle Sam in 1919. A total of 
$3,763,000,000 was the cost of the railways 
in 1920, an increased wage fund of $866,- 
000,000, or much more than one half of the 
total increase is accounted for in wages 
alone. Then there was an increase in taxes 
of over $77,000,000, a total of more than 
$940,000,000 out of Mr. King’s awful billion 
and a half! 

Mr. King cannot discover a government- 


owned and operated railroad anywhere that 
is able to make both ends meet. Socialized’ 
railways are characterized by poor service, 
low wages, high freight rates, and large an- 
nual deficits. 

Take the government-owned railways of 
New South Wales, the most progressive state 
in Australia. With nearly 6,000 miles the 
wages will average about $500 below the 
average in this nation; the freight rates aver- 
age 2.95 cents per ton mile as against only 
one cent in this nation. 

New Zealand is still worse; the wage rate 
there is $600 below ours and yet the freight 
rate is over 400 per cent above ours. 

These socialized railways do not pay taxes; 
our railroads pay over $1,600 per mile per 
year in taxes. If New South Wales had to 
pay a like rate the cost would be over 
$9,500,000. Ninety-five per cent of all pub- 
licly owned enterprises throughout the world 
are a failure. The real issue is individualism 
versus socialism. State and municipal own- 
ership is the entering wedge to a far flung 
socialism, and the half-baked Socialists are 
far more dangerous than are the 100 per 


centers. 
—F. G. R. Gorpon, 
Haverhill, Mass. 


How the Public Relations of the 
Utilities Might Be Improved 


N ot for a long time have I read an article 
that handled its subject as well as the 
lead contribution in the March 5th issue of 


Pusitic Utmities Fortnicntty by Harry 
Reid, president of the National Electric Pow- 
er Company of New York. Almost every 
sentence in Mr. Reid’s writing is meaty; it 
would be difficult, I think, to find any greater 
degree of good common sense than that con- 
tained in his six suggestions for improving 
the public relations of the light and power in- 
dustry and the various companies within that 
industry. 

Mr. Reid’s third suggestion has been a fa- 
vorite idea of mine for a long time. It is: 

“We should sell the idea that public rela- 
tions constitute a matter of direct interest to 
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every member of a utility company’s staff and 
not just to the public relations department 
alone.” 7 

What marvelous changes that suggestion 
would effect if carried out in a practical way 
by utility companies! I was glad that in 
making his suggestions for improvement in 
the light and power industry the author also 
added the words “and of the various com- 
panies within that industry,” for it is my 
opinion that in this business of improving the 
public relations of utilities, the individual 
company must be the unit; in other words, 
remedial measures must be applied from the 
bottom upward and not from the top down- 
ward. ; 

I congratulate Mr. Reid for his very lucid 
thinking and you also for your wisdom in 
giving his article a prominent position in your 
magazine. 

Also, may I add that I think your maga- 
zine has won a high place as a forum for the 
impartial discussion of affairs relating to pub- 
lic utilities. 

—Curtis A. Hopces 
Washington, D. C. 


The Effect of Changing the Form 
of Service on Easement Rights 


monG the Tennessee cases referred to on 

page 567 of Pustic Urmities Fort- 
NIGHTLY of April 30, 1931, I notice a refer- 
ence to the Knoxville Sentinel’s report of the 
holding of Chancellor Robert M. Jones in 
the case of R. L. Anderson and wife against 
the Knoxville Power & Light Company. Per- 
mit me to say that, while your statement is 
practically in accord with the report of the 
Knoxville Sentinel, it does not give or refer 
to the actual holding and decree of the 
Chancellor, as the same was rendered upon 
petition for the clarification or modification 
of his original or tentative holding. 

The bill of Anderson and wife was filed 
to enjoin the continued use of the original 
easement by the street railway company as a 
carrier of passengers or as the operator of 
a street railway system over this particular 
easement, whereon the company had substi- 
tuted trackless trolleys for the old street 
cars. The Chancellor in his opinion, and in 
substance in his decree as finally rendered 
and entered, among other things, made the 
following observations : 


“But it is not the purpose of the de- 
fendant to abandon operation as a carrier 
of passengers over the streets and public 
roads. It has simply changed its mode of 
performing this public service. 

“I am of the opinion, therefore, that 
there was no abandonment of the easement. 
But even if there was an abandonment, 


the defendant being in possession with the 
power and right of eminent domain, has 
the right to remain in possession, and if 
there was an abandonment or additional 
burden, then the landowner has his exclu- 
sive remedy at law.” 


Statutes of the state were involved, deal- 
ing with the method and right of a utility 
vested with the power of eminent domain to 
exercise that right. 

The injunction bill was dismissed and the 
landowner has brought suit at law to pro- 
tect his claimed rights. 

Permit me to say that I find Pusiic Utiz1- 
TIES ForTNIGHTLY very interesting and very 
helpful. 

—Cnar.es T. Cates, Jr. 
Knoxville, Tenn. 
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The Attitude of the Railroads 
toward Regulation 


I HAVE read Herbert Corey’s article on 
“What Federal Regulation Is Doing to 
the Railroads.” 

This article is most attractively written 
and should have some value in making clear 
competitive conditions, although its implica- 
tion that the railroads are completely out of 
sympathy with regulation is not quite borne 
out by the facts. 

Regulation has done and is doing the rail- 
roads some good, and most of them would 
not dispense with it fully, even if it were 
within their power to do so. To the extent 
that it has hampered them in competition 
with other forms of transportation, however, 
they agree that equalization of conditions is 
essential. Articles like Mr. Corey’s should 
help to reach that end. 

—L. A. Downs, 
President, Illinois Central System, 
Chicago, Illinois. 
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Sound Sense about Public 
Relations’ Policies 


I HAVE just finished reading with the very 


greatest interest and profit Mr. Harry 
Reid’s article “What Is Wrong with the 
Utilities’ Public Relations?” in Pustic Urtiti- 
TIES ForTNIGHTLY. 

The article contains more sound sugges- 
tion and advice than any which I have read 
for a long time. 

—Warren R. Vooruis, 
Vice president, American Water Works 
and Electric Company. 
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The March of Events 





Railway Executives Ask Federal 
Control of Busses 


TT? Association of Railway Executives, 
in a brief filed on May 27th with the 
Interstate Commerce Commission, according 
to newspaper reports, has urged that motor 
busses and trucks hauling freight be regu- 
lated by the commission and that the rail- 
roads be given permission to operate motor 
vehicle services. It is estimated, in the ab- 
sence of reliable and complete statistics, that 
about 40 per cent of less-than-carload freight 
is moved by truck, some of it from 300 to 
1,200 miles and even greater distances. It 
is contended that the greater part of this is 
handled by trucks which are not common 
carriers and which, if not regulated, could 
destroy common carrier trucks and seriously 
impair the efficiency of railroads by under- 
bidding them on rates. The brief filed by the 
railroad officials suggests: 

“That regulation should extend to passen- 


ger common carrier and charter busses (but 
not to taxicabs, school busses, or hotel 
busses) and to common carrier and contract 
motor carrier trucks operating on the high- 
ways for compensation or hire, but do not at 
this time recommend that it be applied to 
owner-operated trucks operated solely in the 
business of the owner. 

“That such regulated motor carriers should 
be required to obtain from the Interstate 
Commerce Commission certificates of con- 
venience and necessity. 

“That an applicant to whom a certificate 
of convenience and necessity is granted by 
the commission should be required to comply 
with all the conditions in each state that duly 
authorized state authorities impose upon in- 
trastate operations on its highways. 

“That opportunity should be given for rail 
carriers to engage in such motor vehicle serv- 
ice on the highways on equal terms with 
others and without discrimination in favor 
of or against other transportation agencies 
in the same field.” 


Alabama 


Prohibition against Utility Mer- 
chandising Is Proposed 


wo bills have been introduced in the Ala- 
bama house to prohibit merchandising by 
public utilities, according to a report in the 
United States Daily. One of these bills 
would prohibit sales directly or indirectly of 


all appliances, utensils, and chattels of any 
sort except fuses, and would make provision 
for utilities to dispose of stock now on hand. 

The other bill would prohibit utility cor- 
porations from “engaging in a mercantile 
business” or to bill consumers for purchases 
of merchandise. These bills have been re- 
ferred to the committee on commerce and 
common carriers. 


Connecticut 


Free Service to City Is Factor 
in Water Rate Increase 


= water service to the city of New 
Haven, resulting in a loss of approxi- 
mately $150,000 a year to the New Haven 
Water Company, is cited by G. Y. Gaillard, 
president of the utility, as one of the reasons 
for an appeal to the commission for authority 
to increase water rates to consumers. 

The utility furnishes water free of charge 


for municipal purposes, for fire protection, 
and for public school buildings. The city 
even obtains water for shower baths, from 
which municipal revenues are derived, with- 
out charge. It is pointed out that this serv- 
ice has to be paid for in some way and the 
amount involved has to be spread over the 
bills of the private customers. 

The completion of the North Branford 
project, which will increase the water sup- 
ply, is given as another reason for seeking 
the increase. For a number of years past, 
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the average daily draft of water has greatly 
exceeded the safe yield of the company’s 
watershed. By means of the new develop- 
ment, about fifty-three miles of additional 
watershed, with a total storage of about 
sixteen billion gallons, will be available for 
use in New Haven and the surrounding 
towns. 

Concerted opposition to the proposed in- 
crease in rates has been developing in the va- 
rious communities affected. Members of the 
New Haven board of aldermen, according to 
newspaper reports, are disposed to fight the 
increase before the commission. 

The city of New Haven is said to be work- 
ing under a contract with the water company 
whereby the city pays the state franchise tax 
of the utility, and in return receives its free 
water supply. The franchise tax amounts to 
approximately $12,000 annually. 

The increase in the city of New Haven 
alone, if permitted, would amount to approxi- 
mately $322,069 annually. Mr. Gaillard has 
stated : 

“The effect on the average one-family house 
will be an annual charge of $14.50 as com- 
pared with $11.50 at present, an increase of 
$3 a year, payable semiannually. A two- 
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family house will pay $29 a year instead of 
$22 as now. A three-family house will pay 
$43.50 a year instead of $33 as now. None 
of these rates include the hose charges, of 
course, which vary in all cases, depending 
upon the frontage of the property and the 
number and kind of sprinklers used. For 
the ordinary house, with a frontage of 50 
feet, the hose rate has been changed from 
$3 to $3.50 a year. 

“The meter rates in force during the last 
twenty-nine years are obsolete. The com- 
pany, therefore, proposes to use the standard 
sliding-scale method, as is generally used by 
all companies, and as recommended by the 
American Water Works Association. There- 
fore, a comparison with the present rates, 
item by item, is almost impossible. A brief 
analysis discloses the fact that the minimum 
quarterly meter charge of $2 for small me- 
ters, allowing the use of 1,500 cubic feet, has 
been increased to $3, allowing the use of 
1,000 cubic feet of water, or 7,500 gallons 
per quarter for the minimum charge. It does 
not seem unreasonable to require a consumer 
to pay for water service at the rate of at 
least $1 a month, with the generous allow- 
ance provided.” 


y 
District of Columbia 


Attempt to Modify Rate Agree- 
ment Is Attacked 


EPRESENTATIVES of the Potomac Electric 

Power Company, at the opening hearing 
before the public utilities commission insti- 
tuted for the purpose of modifying the con- 
sent decree under which rates have been gov- 
erned since December 31, 1924, termed this 
“an attempt to inflict a sheer wrong under 
the guise of regulation.” A motion to dismiss 
the proceedings was submitted. The Wash- 
ington Daily News informs us: 

“The motion characterized the hearing as a 
collateral attack on the decree issued, after 
agreement, by the district supreme court. It 
said that the commission had no right to mod- 
ify the decree except by direct judicial pro- 
ceedings and that, even if it had, such an at- 
tempt now is premature in view of the eco- 
nomic conditions and the financial perform- 
ance of the company since January Ist when 
the latest reduction in electric rates went into 
effect under the terms of the decree. 

“In the first four months of the present 
calendar year net operating revenues showed 
a decline of $80,000 from those of the same 


months in 1930; whereas in 1930 they showed 
an increase of $161, 000 over 1929, the plead- 
ing said.” 

The contention is made that these results 
of operation indicate that a further period of 
time is necessary to demonstrate the actual 
effect of the new rates under present econom- 
ic conditions, and particularly with the “great- 
ly increased rate base this year as compared 
with previous years.’ 

The proceedings are characterized as an 
attempt “to take away rights vested under 
the terms of said agreement and decree.” 
The companies assert that if, when made, the 
agreement embodied in the decree was fair 
and free from fraud, mistake, or imposition, 
it should stand, and that it is the duty of the 
courts and other administrative agencies to 
enforce the same as made. 

Advocates of a modification of the decree 
have contended that the utility, although re- 
ducing rates each year, has been earning a 
return in excess of the amount which is 
proper. The utility is allowed each year one- 
half of the excess return while the other half 
is devoted to rate reductions for the follow- 
ing year. Customers demand a larger share 
of the excess return. 
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Georgia 


Municipal Association Seeks 
Utilities Rate Inquiry 


AZ asking for investigation of the 
Georgia Public Service Commission and 
gas and electric utilities companies of the 
state was adopted by the legislative commit- 
tee of the Municipal Rate Association on May 
22nd for presentation at the June term of 
the legislature, according to a report in the 
Macon Telegraph, which adds: 

“Action by the legislature is asked by the 
resolution on whatever findings the investi- 
gating committee may report. A resolution 
also was passed asking legislation which 
would permit municipalities to issue bonds 
against their own utilities plants without 
charging against their standing bonded debt, 
pledging the future earnings from such plants 
against the bonds. 

“William M. Lester, Augusta, president, 
and O. W. Franklin, Valdosta, executive of- 
ficer, were among the association leaders pres- 
ent. Courtland Wynn, Atlanta, assistant city 
attorney, scored the 1922 legislative enact- 
ment which taxed Georgia public utilities 
$70,000 for the maintenance of the public 
service commission. He charged that this 
plan causes a leaning toward utilities compa- 
nies in decisions of the commission.” 

The committee expressed regret that Ma- 


con had not entered the association, but 
Mayor Toole, according to newspaper reports, 
has declared that he does not consider mem- 
bership in the association worth the $600 that 
the city would have to pay for affiliation. 
The Fulton supreme court has upheld the 
right of the city of Atlanta to contribute 
$1,500 for membership in the association. A 
taxpayer had sought an injunction to prevent 
this expenditure of municipal funds for such 
a purpose. 

Concerning municipal operation as advo- 
cated by some members of the association, 
Mayor Toole is reported as saying: 

“It would be dangerous and unfair for ci- 
ties to operate businesses in competition with 
other corporations. It would be all right for 
cities to own their own light and water 
plants, provided they did not go into compe- 
tition with utilities corporations and try to 
furnish light and water to the small towns 
near it. 

“If the cities could issue bonds against mu- 
nicipal plants, they would be liable to get in 
a bad situation. If the rates of the water 
board were raised high enough, we could do 
away with taxés altogether, but we would 
just have a worse system of getting money. 
The aim of municipally owned utilities should 
be to give utilities to citizens at the lowest 
possible cost, and not to make money for the 
city.” 
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Illinois 


Commission Considers Whole- 
sale Gas Rate Contract 


HE Illinois Commission is expected to 

pass upon the reasonableness of charges 
by the Panhandle Illinois Pipe Line Com- 
pany for gas sold to distributing utilities in 
the state. The Illinois Power Company and 
Central Illinois Light Company have asked 
approval of contracts with the pipe line com- 
pany for purchase of gas. 

The utilities, according to Attorney Henry 
A. Converse, have maintained consistently 
that the entire matter of natural gas service 
should be under control of the commission. 
He is reported in the Springfield State-Reg- 
ister as saying that the companies as yet do 
not know just what financial burdens will be 
placed upon them as a result of the change 
from artificial to natural gas. Attorneys for 
the utilities state that the companies are mere- 
ly seeking, as best they may, to meet public 
demands for natural gas service. 

The Panhandle Company, without awaiting 
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any commission action, entered an appearance 
in the case. It was indicated by Panhandle 
counsel that the company would furnish in- 
formation concerning its rates and service 
schedules without waiting for a commission 
order. 


> 


Utilities Try to Stop “Service 
Car” Competition 


A= complaint has been filed with the 
Illinois commission by the East St. 
Louis & Suburban Railway Company, the 
East St. Louis Railway Company, and the 
Blue Goose Motor Coach Company to stop 
the operation of unauthorized service cars in 
competition with the utilities. 

It is charged that one hundred fifty indi- 
viduals named in the petition are operating 
public utilities without having obtained cer- 
tificates from the commission. They carry 
passengers at cut rates and as a result the 
business of the utilities has been reduced. 
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Injunctions have been obtained in East St. 
Louis in the past against individual opera- 
tors. At one time, says the Belleville News- 
Democrat, an injunction suit was filed 
against thirty operators. This was dismissed 
as to a majority of the operators when they 
discontinued operation. Two men, however, 
were fined on one occasion and a third opera- 
tor was sent to jail for five days for con- 
tempt of court. 

Thomas W. Gregory, general manager of 
the three complaining companies, is reported 
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as saying that the appeal to the commission 
was made because of multiplicity of the cases 
and the fact that injunction suits are long and 
tedious affairs. He said the provisions of 
the law provide for a fine not to exceed 
$1,000 and a jail sentence if the operators are 
found guilty, but that it is not the desire of 
the complainants, however, to have the op- 
erators imprisoned, although if the street car 
companies and bus lines must live up to the 
law, they feel that the operators should be 
required to do the same. 


Indiana 


Commissioners Hear Arguments 
on Phone Company Sale 


AS on the petition for a rehearing 
in the case of the Indiana Commercial 
Telephone Company were heard by the com- 
missioners on May 23rd. Authority was 
asked to buy several Indiana telephone or- 
ganizations and issue $1,300,000 in new secu- 
rities. 

Objection has been made by representatives 
of LaPorte telephone users who assert that 
the merger and issue of this amount of secu- 
rities would open the way for higher rates. 
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Common Power Source Theory 
Involved in Rate Case 


HE Public Service Company of Indiana, 
formerly the Interstate Public Service 
Company, has asked the commission to in- 
vestigate its rates in twenty-two southern 
Indiana counties with the purpose of deter- 
mining proper, reasonable, and nondiscrimi- 
natory rates for electric and gas service in 
all the territory served in what is known as 
the “south system.” 
This action followed the filing of com- 
plaints against rates by Bloomington and cer- 
tain other municipalities. New Albany, 


which is one of the cities involved, had been 
negotiating for lower rates but rejected rate 
schedules proposed by the company because 
the reduction was not sufficient. 

The utility, according to the New Albany 
Tribune, has injected the “common power 
source” theory of rate making into the con- 
troversy. The company asked that instead 
of confining the hearing to a single city the 
entire territory be considered. The commis- 
sion, it is said, has previously gone on rec- 
ord as opposed to the plan of fixing rates for 
the territory as a whole. 
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Telephone Property Sold 


M= than $6,000,000 worth of telephone 
equipment and real estate in Indiana 
and Ohio, according to the Union City Times, 
has recently been sold by Pierre F. Goodrich, 
president of the Interstate Telephone and 
Telegraph Company to the United Compa- 
nies of Abilene, Kansas. Negotiations for 
the deal, it is stated, had been under way 
for months. 

The United Companies operate telephone, 
gas, electric light companies, oil wells, and 
mercantile establishments in Kansas, Mis- 
souri, Pennsylvania, and Indiana. It already 
owns the controlling interest in more than 
fifty Indiana telephone corporations. 
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Louisiana 


French Phone Rate Attracts 
Attention of Club 


HE New Orleans Kiwanis Club, follow- 
ing a heated debate, says the New Or- 
leans Tribune, has adopted a resolution au- 
thorizing the appointment of a committee to 


investigate and report on the justification for 
a perpetual additional charge for use of the 
hand set or French type telephone. The 
Tribune states: 

“The debate was precipitated when the 
club’s public affairs committee read a report 
saying that a preliminary investigation had 
convinced the committee that the company 
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was justified in making the extra charge. 

“Max Scheinuk, a member, immediately 
protested against the adoption of the report. 
He said that in other cities, particularly in 
Washington, the public service commission 
does not permit a perpetual extra charge to 
be levied. He said the company should be 


permitted an additional charge sufficient to 
cover the cost of the old equipment which 
would be rendered useless and to pay for the 
new equipment, but advanced the opinion that 
after this fixed charge had been paid that the 
company be prohibited from making anything 
but the regular charge.” 
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Maryland 


Taxicab Measure May Be Tested 
in Referendum 


A® attempt to forestall the taxicab bill 
passed at the last session of the legisla- 
ture is being made by opponents of the taxi- 
cab regulation. They have made an effort to 


obtain 10,000 signers to a petition asking for 
a referendum. 

Under the new law complete control of 
taxicab companies would be placed in the 
hands of the public service commission. All 
companies would have to establish liability 
insurance to the amount set by the commis- 
sion and meters would have to be installed. 
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Massachusetts 


Area Rate Service Is 
under Attack 


Ve~ of Webster at a special town meet- 
ing on June Ist voted unanimously to 
give the selectmen unlimited powers in their 
fight for lower electric rates charged by the 
Webster-Southbridge Gas & Electric Com- 


pany, says the Worcester Post. The board 
will be assisted by a special lighting com- 
mittee of four representative business men of 
the town. 

The abolition of the area rate service which 
has been in effect for two years is said to be 
one of the aims of the citizens because only 
a limited number of users in the town can 
take advantage of the schedule. The voters 
are trying to secure a cut in the present rates 
to a flat 7-cent kilowatt-hour charge for their 
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electric service, and they may ask help from 
the commission 
> 


Service Charge for Gas Meets 
Further Opposition 


HE 50-cent service charge for gas which 

became effective in October, 1929, is again 
before the department of public utilities. 
Seventy-five petitioners from South Boston 
through their attorneys, Michael J. O’Leary 
and Maurice B. Ulin, are protesting the 
charge. They declare that it is an imposition 
on consumers of gas and is illegal. Attorney 
O’Leary is reported in the Boston Post as 
saying that the petitioners purpose to fight 
this charge vigorously and if necessary will 
carry the fight to the Supreme Court. 


Michigan 


Profits and Losses of A. T. & T. 
Are Explained 


A. Hetss, comptroller of the American 

® Telephone and Telegraph Company at 
hearings before William S. Sayres, Jr., mas- 
ter in chancery in the Michigan Bell Tele- 
phone Company rate case, explained the ap- 
parent discrepancies in profits and losses as 
reported for Federal income tax purposes and 


as presented in the telephone rate case. 

He pointed out that the amount of taxes 
paid was set up as a cost item in the state- 
ment showing a deficit for license contract 
services. Taxes paid, he said, are a proper 
item of the cost of furnishing service. An- 
other factor arises from charging as a cost 
item the cost of carrying millions of dollars 
at an average of 6.55 per cent for the benefit 
of the associated company. This money, or 
the cost of carrying it, cannot be computed 
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in income tax compilations, he explained, al- 
though it is a legitimate item in computing 
the cost of services. The Detroit Times says 
further in regard to the testimony of this 
witness: 

“The A. T. and T. receives, from the as- 
sociated state companies, 14 per cent of their 
gross revenue in return for license con- 
tract services. Heiss testified that the cost 
of these services could not be computed 
accurately, particularly if holding com- 
pany functions of the A. T. and T. and 


service functions were to be _ divorced. 

“The comptroller estimated, however, that 
the $51,593,824 received from the associated 
companies under the 14 per cent provisions 
of the contracts, was $18,564,648 less than the 
cost of contract services. 

“Questioned by Sayres as to whether the 
losses on contract service meant the A. T. 
and T. was losing money, Heiss replied in the 
negative. Dividends from the subsidiary 
companies and the corporation’s other enter- 
prises show an over-all profit, he declared.” 
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Mississippi 


Optional Rate Schedules Meet 
City’s Approval 


UNICIPAL authorities of Meriden, accord- 

ing to the Meriden Star, have approved 
new optional rates proposed by the Missis- 
sippi Power Company for domestic and com- 
mercial electric lighting, combination residen- 
tial lighting, cooking, and heating, and new 
rates for street and white way lighting. This 
action followed an investigation by the city 
commission and its engineers during the past 
year when it gathered data on rates charged 
for service in numerous other southern cities. 
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The Star, in reporting the city’s action, says: 
“Tt is estimated that the installation of these 
rates will reduce the residential lighting bills 
about $7,000 per year. The bills for com- 
mercial lighting service will be approximate- 
ly $2,500 less per year and users of residen- 
tial combination service will save about 
$1,200 per year. In addition the new rates 
will reduce city street lighting costs approxi- 
mately $6,000 per year and make it possible 
for new lights to be operated on existing cir- 
cuits for about one half the present cost. 
It is estimated that the installation of the 
new rates will save the city and citizens of 
Meriden approximately $17,500 per year.” 


New Jersey 


Commutation Rate Hearings 
Are Closed 


HE final hearing on the proposed increas- 
es in commutation rates of the Lacka- 
wanna Railroad was held on June Ist. The 
hearings were held before the public utilities 
commissioners and an examiner for the In- 
terstate Commerce Commission. Counsel 
were directed to file briefs. 
It was testified that the railroad paid a tax 
in New Jersey of $3,436,383 at the rate of 
4.1 per cent, while the combined taxation 
on the railroad’s properties by the state of 
New York and Pennsylvania amounted to 
only $1,594,666. The tax rate in New York 
was placed at 2.768 per cent. The company’s 
valuation in New York, was given as $68,128,- 
678, New Jersey $112, 190,225, and Pennsyl- 
vania $61,275,638. An added valuation of 
$59,648,617 for equipment and $10,880,108 for 
construction was given. These, it was said, 
could not be allocated between the states. 
The railroad is seeking an increase of 25 
per cent in the commutation rate on its lines 


which have been electrified and a 15 per cent 
increase on steam sections. 
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Consolidation of Eastern Power 
Companies Is Proposed 


HE commission has been asked by the 

Jersey Central Power & Light Company, 
to authorize the purchase of the assets of 
the Eastern New Jersey Power Company, 
including stock of underlying companies, and 
the issuance of securities in connection with 
the purchase, says the Asbury Park Press. 
A proposal has also been made for refund- 
ing of bonds. 

The two companies operate in adjoining 
territory and their consolidation, according 
to H. D. Polhemus, vice president of the Jer- 
sey Central Power & Light Company, would 
result in various economies of operation. The 
refinancing, it was said, would save $103,000 
annually in interest charges. The utilities are 
now owned by the National Public Service 
Corporation. 


840 





ea ee a 


Ss 03 © @ ot OD mem 


PUBLIC UTILITIES FORTNIGHTLY 


New 


New York 7-cent Fare Case Is 
Argued before Appeals Court 


A for and against the assumption 
of jurisdiction by the transit commission 
to change the 5-cent fare in New York city 
appeared on June 4th before the court of 
appeals, on appeal from lower court decisions 
holding that 5-cent fare clauses in contracts 
with the city are not subject to regulation. 

Representatives of the traction company, 
says the New York Times, not only argued 
on the legal phases of the proposition but 
asserted that nothing would be so beneficial 
to the city as raising the fare to 7: cents. 
City officials, said James L. Quackenbush, 
general counsel for the Interborough, “would 
breathe sighs of relief at their escape from 
their present responsibility to preserve the 5- 
cent fare.” He declared that if the court 
should hand down a decision adverse to the 
company’s contention, the railway would ei- 
ther have to “go broke” or sell out at fire 
sale prices. 

William L. Ransom, arguing for the rail- 
way, maintained that the state, through its 
related bodies, had always had and must have 
the power to regulate the fixing of rates, and 


Y ork 


that the transit commission is operating un- 
der a delegation of power from the legisla- 
ture and, therefore, as an arm of the legis- 
lature, cannot be enjoined by court action, 
and that it must have power and authority 
to regulate public utilities. 

Samuel Untermyer, special counsel for the 
transit commission, arguing for affirmance of 
the lower court decisions, declared that the 
entire history of the Rapid Transit Act and 
the circumstances surrounding the making of 
the contract indicated an express purpose to 
remove them from the regulatory power of 
the transit commission as to the rate of fare. 
He asserted that the Public Service Commis- 
sion Law of 1907 had no application to the 
New York controversy. 

This appearance in the court of appeals is 
the last move to date in the 7-cent fare con- 
troversy which started when the traction com- 
pany asked for the higher fare and sought 
to obtain it by resorting to the lower Federal 
courts because the transit commaission refused 
to act. The United State Supreme Court, 
however, upset lower court decisions favor- 
able to the company and held that the company 
must first exhaust its remedies under state 
law. This resulted in the present litigation 
in the state courts. 


e 


Pennsylvania 


Changes in Utility Law Are 
Recommended 


A report of the house committee on 
investigation of the public service com- 
mission and public utilities has been submit- 
ted. Five of the seven members joined in a 
majority report recommending the removal 
of the public service commission and the en- 
actment of several changes in the public util- 
ity law. The other two members filed a mi- 
nority report declaring that the charges 
against the commission by Governor Pinchot 
had not been sustained, but they also recom- 
mended certain changes in the law. 

The majority report of the committee re- 
affirmed the preliminary findings and recom- 
mendations relating to regulation of security 
issues and of holding companies. It also re- 
affirmed its recommendations for legislation 
to permit the commission to award repara- 
tion in hearings where rates are found to be 
unreasonable, to assess costs, to permit the 
commission to employ sufficient personnel, to 
prohibit increases in rates without commis- 
sion approval, and to recognize actual invest- 
ment as the basis for rate making. 


The minority committeemen declared that 
the basic source of misunderstanding is ig- 
norance as to the base upon which value is 
founded, upon which return is estimated and 
computed. There was also said to be a “lack 
of knowledge of the law and a misunder- 
standing of the functions of the commission 
and its limitations in many matters pertain- 
ing to the functions of the commission.” 

The minority concluded that the rates of 
utilities could not be said to be too high be- 
cause they did not have the basic fact of 
value upon which to make the computation to 
determine whether the return or rate was too 
great; and that to argue that return comput- 
ed on book investment less depreciation is 
proof of “robbing the public,” is unfair and 
misleading. It was recited that the commis- 
sion had entered upon an inquiry as to elec- 
tric rates last year, and it was the belief of 
these two members that such inquiries should 
be made as to other utilities. 

The minority report recommended that 
larger appropriations be granted to the Com- 
mission to enable it to make investigations ; 
that rates should not go into effect until ap- 
proved by the commission, although the time 
for approval should be limited; that the com- 
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mission be given authority to dispose of repa- 
rations in one order; that Pennsylvania con- 
tinue to follow the law as to valuation as 
laid down by the Supreme Court of the Unit- 
ed States; amd that the commission be given 
control over security issues and contracts of 
management and holding companies with op- 
erating companies. The law in reference to 
the appointment and removal of members of 
the commission, it was asserted, should not be 
changed. 


a 


First American Railroad Is to 
Be Abandoned 
HE first steam railroad line operated in 


the United States will soon be abandoned 
if a recommendation to the Interstate Com- 


merce Commission by Examiner O. D. Weed 
is approved. It was over this railroad that 
the trial run of the “Stourbridge Lion,” im- 
ported steam locomotive, was made on Au- 
gust 8, 1829. 

The line to be abandoned is a 23-mile por- 
tion of the Delaware & Hudson Railroad, 
Honesdale branch, extending from Carbon- 
dale to Honesdale Junction in Wayne and 
Lackawanna counties, Pennsylvania. Pas- 
senger operation has been displaced by motor 
busses, and trucks now supply the service 
for freight hauls. Passenger service was dis- 
continued on October 29, 1928. 

This branch was built in 1828 to transport 
“stone coal,” as anthracite was then called. 
A coal shortage at Philadelphia, following 
the War of 1812, says the United States 
Daily, was the circumstance which led to the 
construction of the railroad. 


Rhode Island 


Consumers Fail to Take Advan- 
tage of Meter Rates 


ty have been made by the South 
Kingstown Business Men’s Association 
that water rates of the Wakefield Water 
Company are excessive. Thomas G. Hazard, 
Jr., manager of the firm, according to the 
Providence Bulletin, has denied that they are 
excessive and has stated that consumers do 
not take advantage of meter rates in place 
of flat rates although they are permitted to 


O SO. 
Mr. Hazard asserted that the company 
used its utmost endeavors to place and main- 


tain the firm on an efficient working basis, 
despite which, he said, one dividend of 3 per 
cent and a second dividend of 1 per cent were 
all the owners ever received on their prin- 
cipal investment. The last three years, he 
said, have passed without declaration of a 
dividend. 

The company offers meter service to all 
consumers but a very large proportion of the 
takers are unwilling to permit meter installa- 
tion. At least 40 per cent of all dwelling 
owners refuse to accept the meters, with the 
result that in many cases they are paying con- 
siderably more for service than they would 
be assessed for if their consumption deter- 
mined the amount of the bills. 


South Carolina 


railroad commission on or before the first 
Tuesday in January, 1932. 

Wide powers are conferred upon the com- 
mittee to demand the production of infor- 
mation from all departments of the state gov- 


Legislature Provides for Inves- 
tigation of Power Rates 


HE legislature has appropriated $50,000 to 

be used by a committee of not more than 
five, to be appointed by the governor, for the 
investigation of electric rates. 

The committee, under the terms of the ap- 
propriation act, must determine whether or 
not the power companies are receiving more 
than a fair income upon their investment. 
The committee is to afford all persons and 
corporations interested in or affected by the 
terms of the law an opportunity to be heard. 

A report by the committee is to be made to 
the general assembly, the governor, and the 


ernment, especially the tax commission. The 
committee may also demand books, records, 
and accounts from all persons, firms, or cor- 
porations engaged in manufacturing, distrib- 
uting, or generating electric current. 

One provision of the act directs the com- 
mittee, as soon as practicable, to report the 
result of its findings to the railroad commis- 
sion; and upon the facts disclosed by such 
report, the commission is directed to prescribe 
reasonable rates to be charged for the use of 
electric power and service within the state. 
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West Virginia 


City Officials Continue Fight 
against Gas Rates 


A MOTION to instruct City Solicitor Charles 
Ritchie to continue the fight against 
higher gas rates in a “lawful” way was 
passed recently by the Charleston councilmen. 
The author of the resolution, according to 
the Charleston Gazette, insisted on the word 
“lawful,” saying, “I would not ask Mr. 
Ritchie to beat the devil around the bush or 
deal under the table to win this case.” The 
councilmen at the same time assailed the ac- 
tion of the commission and the court, accus- 
ing them of being parties to “the well laid 
lan.” 
‘ The commission on June 28, 1929, author- 
ized a temporary rate increase for the United 
Fuel Gas Company in several communities, 
and then in 1930 allowed a permanent rate. 
The state supreme court on December 4, 
1930, suspended the rate. The commission 
ruled that the rate went back to the tem- 
porary rate. 

The supreme court was then asked for an 


interpretation of its order on the question 
of whether the rate reverted to the temporary 
rate or the original rate, but the court divided 
two and two, with the fifth judge not sit- 
ting because he owned stock in the utility’s 
parent company. 

Certain consumers refused to pay the tem- 
porary rate and obtained injunctions restrain- 
ing the company from collecting any charge 
above the original rate in effect before the 
case was instituted. The supreme court by a 
three to two vote decided against the grant- 
ing of an injunction in one of these cases 
and thus upheld the validity of the temporary 
rate. The fifth judge had disposed of his 
stock and sat in this case. 

Protesting cities then submitted to the com- 
mission their calculations based on the su- 
preme court’s opinion and on the company’s 
valuation figures. The case came before the 
commission on May 13th and was adjourned 
in order to permit counsel for the gas com- 
pany to study and analyze the statistics pre- 
sented. This hearing was called by the com- 
mission on the question of modification or 
cancellation of the temporary rate. 


England 


ing of £10,000,000 on locomotive wages, 
£6,000,000 on repairs to locomotives, £1,000,- 


Railroad Electrification Is Pro- 
posed to Meet Bus Competition 


PLAN for the electrification of all the rail- 
roads in Great Britain during the next 
twenty years, at a cost of £386,000,000, has 
resulted from an investigation by a commit- 
tee under the chairmanship of Lord Weir. 
It is widely understood, says the Chicago 
News, that these proposals are primarily 
aimed at checking the losing war the rail- 
ways have been waging against the motor 
coach companies. By faster, quieter, and 
more comfortable services they hope to win 
back the huge volume of passenger traffic 
that in the last five years has been lost to the 
motor carriers. 
After electrification, according to the com- 
mittee’s estimate, there will be an annual sav- 


000 on fuel, and £5,000,000 miscellaneous 
savings. 

The motor transport companies declare 
they have nothing to fear even from an elec- 
trified system of railways. They are aiming 
to meet the railways’ attack on their grow- 
ing power by extensive amalgamations, at the 
same time improving the speed and comfort 
of their busses, coupled with still lower fares. 
Promising tests with motor coaches driven 
by Diesel type engines operating on very low 
price fuel oil hold out expectations of low 
operating costs in the future. 

There are said to be indications that the 
railways will try to get a bill through par- 
liament compelling the motor coach compa- 
nies to charge the same rates per mile as the 
railways. 





Facts Worth Noting 


Tuere are 14,000,000 families cooking with gas in this country. 
* * 


Tue average rate of fare for airplane transportation is 7 cents a 


mile. 
* 


* 


THERE are over 20,000,000 users of domestic electric current in the 


United States. 
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The Latest Utility Rulings 





The Transition of Natural Gas from Interstate to 


Intrastate 


HEN natural gas passes from 
long-distance transmission lines 
into supply mains, it is relieved of 
nearly all the driving pressure put upon 
it at the production terminal; its vol- 
ume is expanded to many times what 
it was while in the high pressure inter- 
state pipe lines and it is divided into 
multitudinous tiny streams that enter 
relatively small service mains to which 
consumers are connected. This division 
of compressed gas is like the breaking 
of the original package of solids 
shipped in interstate commerce, and is, 
therefore, subject to the same rule of 
law as to its interstate or intrastate 
status as is applicable to the shipment 
of packaged commodities—when the 
original package is broken, the goods 
are no longer in interstate commerce. 
Such was the gist of the decision 
of the United States Supreme Court 
(May 18, 1931) in sustaining the at- 
tempt of the tax commission of Ohio 
to collect certain excise taxes on nat- 
ural gas shipments between Ohio mu- 
nicipalities by the East Ohio Gas Com- 
pany under the tax laws of that state. 
The company had contended that the 
mixture of gas shipped from West Vir- 
ginia with the local Ohio supply made 


Commerce 


further shipments protected by the in- 
terstate commerce clause of the Consti- 
tution. 

An immediate question that is raised 
as the result of the interesting analogy 
by the highest court between natural 
gas shipments and the breaking of the 
original package in the shipment of 
solids, is whether or not this theory 
can or will be carried a step further 
and applied to the transmission of elec- 
tric power. It would not be at all sur- 
prising to see such states as Maine or 
West Virginia impose excise taxes on 
the transmission of hydrogenerated 
power, and if the Couzens Bill in the 
Federal Congress is ever enacted, the 
necessity for a judicial distinction be- 
tween the interstate and intrastate trans- 
mission will become imperative. 

Now, it is not economically feasible 
to convey electric power for great dis- 
tances without “stepping it up” to high 
voltage; nor is it practicable to distrib- 
ute it locally without stepping it down 
at the receiving terminal. Could this 
stepping down process be compared to 
the breaking of package as a test of the 
interstate status of the shipment? East 
Ohio Gas Co. v. Ohio Tax Commission 
(U. S. Sup. Ct.) Requisite No. 43572. 


e 


There Is a Difference between a Cash Deposit and a 
Customer’s Guaranty 


UTILITY may discontinue service 
to a customer who has become 
delinquent in the payment of bills, not- 
withstanding the fact that it possesses 
a guaranty by the customer sufficient to 
cover the amount due, according to a 


ruling of the Wisconsin commission. 
The purpose of the customer’s guaran- 
ty, it was said in this opinion, is to se- 
cure payment of bills after the utility 
has exhausted all of its authorized 
rights to enforce payment, including 
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discontinuance of service for nonpay- 
ment, and such a guaranty cannot be 
made to serve as a “letter of credit,” or 
substitute for prompt and regular pay- 
ment for service rendered up to the 
amount of the guaranty. The commis- 


sion distinguished between a cash de- 
posit and a customer’s guaranty of pay- 
ment with regard to their respective ef- 
fects upon remedies against delinquent 
customers. Meller v. Wisconsin Tele- 
phone Co. (Wis.) No. 49005. 


Louisiana’s Political Strife Is Reflected in a 
Railroad Rate Case 


DB yews and commissions are sup- 
posed to be tribunals dedicated to 
the dispensation of justice and as far 
removed as possible from the strife of 
partisan politics. In actual practice, 
however, the injection of political fac- 
tors into otherwise purely justiciable 
issues is unfortunately inevitable at 
times. Such a situation recently con- 
fronted the Louisiana commission, 
which is now engaged in a struggle for 
appropriations with the colorful Gov- 
ernor-Senator Huey Long, who, inci- 
dentally, was formerly chairman of the 
commission itself. In modifying a re- 
cent application of the Texas-Louisiana 
Tariff Bureau for authority to publish 
railroad freight rates on a shipment of 
amiesite and similar products used in 
road building, the commission made the 
following statement : 

“Because of the arbitrary refusal of the 
governor and the secretary of state of 
Louisiana to make available to the commis- 
sion funds dedicated to it by law, and now 
in the custody of the state treasurer, the 
commission has been and js now unable to 
assign this and other important matters on 
its docket for hearing. We are informed, 
however, that contractors are now ready 
to commence laying this material on the 
state highways, under contracts let by the 
Louisiana highway commission. Because 
of this fact, the class rate, of course, be- 


ing prohibitive, we are thus forced to dis- 
pose of this case upon an inadequate and 
insufficient record, based upon the results 
of our ex parte investigation and inquiries. 
This condition results solely and directly 
from the arbitrary and capricious refusal 
of the governor and the secretary of siate 
to permit this commission to use its fund 
as the law intends and directs.” 


It is not only against the governor 
and secretary of state but also the state 
highway commission that the public 
service commission finds itself aligned. 
It appears in this case that the Louisi- 
ana highway commission had support- 
ed the rail carriers in their proposed 
rates on amiesite. The public service 
commission ruled that it was a duty 
imposed upon it by the state Constitu- 
tion to intervene and correct to the limit 
of its ability a disregard of public wel- 
fare by the state highway commission 
in supporting rail carriers in an effort 
to impose excessive freight rates for the 
transportation of commodities used in 
the building of public roads from tax 
funds. The final order of the commis- 
sion modified the proposed amiesite 
rates by 10 cents per ton for single line 
movements, and 20 cents per ton for 
joint line movements. Re Texas-Louisi- 
ana Tariff Bureau (La.) No. 1650, Or- 
der No. 864. 


The State May Not Exempt Agricultural Carriers 
from Regulation 
by the state, or so-called “class legisla- 


tion,” by requiring that the state shall 
give equal protection of all their laws 
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to all persons. For this reason the Con- 
stitution has often been invoked to pre- 
vent the enforcement of state laws 
which have arbitrary classification, 
treating one party or group of parties a 
little better or a little worse than other 
parties or groups without a reasonable 
relation between such a distinction and 
the public’s health, safety, or morals. 

When the United States Supreme 
Court handed down the now famous 
“chain-store tax case” a few weeks ago, 
sustaining the constitutionality of an 
Indiana law taxing one who owns two 
or more stores, but exempting from 
taxation one who owns only one store, 
it was felt by some that henceforth it 
would be the policy of the highest court 
to give the widest and broadest discre- 
tion to the states in the matter of statu- 
tory classification. A more recent de- 
cision, however, seems to indicate that 
the highest court will not go so far in 
sustaining utility regulatory classifica- 
tion as it apparently did in sustaining 
taxation classification. 


The recent case involved the consti- 
tutionality of a Florida statute purport- 
ing to regulate all motor carriers, but 
excluding from its application “any 
transportation company engaged exclu- 
sively in the transporting of agricul- 
tural, horticultural, dairy, or other farm 
products and fresh and salt fish and 
oysters and shrimp from the point of 
production to the assembling or ship- 
ping point en route to primary market.” 
The Supreme Court held this statute 
unconstitutional as discriminating be- 
tween all private carriers engaged in 
transporting property for compensation 
over public highways between fixed 
termini or over regular routes within 
the state. 

The court also held the statute un- 
constitutional as affecting a private car- 
rier hauling merchandise under an ex- 
clusive contract with a single shipper 
because the statute failed to make any 
distinction between private and common 
carriers. Smith v. Cahoon (U.S. Sup. 
Ct.) No. 449. 


7 


The Ohio Commission Fixes Natural Gas Rates 
for Greenville 


HE Ohio commission has refused 

to waive jurisdiction to determine 
natural gas rates of the Western Ohio 
Public Service Company, in the city of 
Greenville, merely because there was no 
evidence of a formal written acceptance 
by the utility of an ordinance super- 
seding a prior ordinance which gave the 
utility only the choice of discontinuing 
service in event it could not fix rates 
acceptable to the city authorities. 

The commission pointed out that the 
subsequent ordinance had been passed 
according to law, that the company had 
rendered service under it, and that sev- 
eral law suits pending between the city 
and the utility had been discontinued 
under an agreement that the new ordi- 
nance should become effective. Under 
these conditions the commission held 
that the ordinance had been accepted 


and was valid by the utility company. 

A valuation of the property for rate- 
making purposes was fixed at $233,- 
944.32. A gas rate paid by the com- 
pany for a wholesale supplv to the Ohio 
Fuel Gas Corporation was accepted 
without question as an operating ex- 
pense, where there seemed to be no in- 
tercorporate relations between the two 
companies. Holding company salaries, 
however, were eliminated as proper 
operating expenses, as well as the ex- 
pense of merchandising. Depreciation 
at 1.5 per cent and return at 7 per cent 
were allowed, resulting in a rate of $1 
minimum for the first 200 cubic feet, 
85 cents per thousand for the next 4,800 
cubic feet, and 75 cents per thousand 
for all over 5,000 feet. Re Western 
Ohio Public Service Co. (Ohio) A. U. 
R. P. No. 334. 
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Other Important Rulings 


HEN the Missouri Electric Power 

Company sought to dismantle a 
certain interurban transmission line be- 
cause of a rerouting, it found that it 
would have to discontinue service to 
two customers. The customers ob- 
jected to the Missouri commission on 
grounds that the company’s original 
right of way was secured under an 
agreement guarantying service to them. 
The commission ruled that if the lines 
sought to be abandoned were to be 
maintained for their special benefit, 
such customers would have to pay for 
further service at rates applicable to all 
rural customers which are based some- 
what upon the investment necessary to 
furnish such special service. As to the 
alleged contractual rights under the 
right-of-way agreement, the commission 
held that it had no authority to make 
any decision, but suggested that the 
parties should have such rights adjusted 
in a court of law. Re Missouri Elec- 
tric Power Co. (Mo.) Case No. 7392. 


The supreme court of Missouri has 
determined that an independent motor 
carrier has as much right to protection 
from unwarranted competition from 
motor carrier subsidiaries controlled by 
railroad companies as any other type 
of utility. Accordingly, an order of 
the Missouri commission refusing a 
motor transportation company, which 
was a subsidiary of the Missouri Pacific 
Railroad, a certificate of convenience 
and necessity to operate busses in lieu 
of train service proposed to be discon- 
tinued by the railroad company itself, 
was held not to be unreasonable or un- 
lawful. The court also held that the 
railroad company’s application for per- 
mission to discontinue train service 
could not be considered apart from its 
subsidiary’s application for a certificate 
to operate busses, where the former ap- 
plication was expressly made contin- 
gent upon the granting of the latter. 
State ex rel. Missouri Pacific Railroad 
Co. et al. v. State Public Service Com- 


mission (Mo. Sup. Ct.) No. 30538, 37 
S. W. (2d) 576. 


While notes or stock may be issued 
in payment for nonutility property, if 
at the time of the issue the company 
is engaged in business as a public util- 
ity, they become, according to an opin- 
ion of the California commission, the 
obligation of a corporation operating as 
a public utility and authorization must 
be obtained under § 52b of the Califor- 
nia Public Utilities Act. Re Santa 
Clara Valley Walnut Co. (Cal.) Dects- 
ion No. 23630, Application No. 17263. 


A naturalized citizen who, prior to 
his naturalization, because of his alien 
status, procured a certificate of con- 
venience and necessity in the name of 
his brother to operate as a motor car- 
rier, subsequently purchasing such busi- 
ness from the brother, will not be heard 
by the Pennsylvania commission to 
complain if the brother continues to 
operate under a certificate properly is- 
sued in the latter’s name; nor will a new 
certificate be issued to the complainant 
where there is no necessity for addi- 
tional service. Re Faini (Pa.) Appli- 
cation Docket No. 21844, Complaint 
Docket No. 8257. 


The Northwestern Bell Telephone 
Company has been ordered by the 
Minnesota commission to reduce its an- 
nual switching rates from $6 to $3 per 
station upon petition of a number of 
rural farm lines connected with the 
company. The commission found that 
the company’s properties assignable to 
farm line switching service in the 
Fergus Falls exchange area had a re- 
production cost new of $8,074, and a 
present fair value of $4,844. The large 
depreciation deduction was explained 
by the fact that the company was 
shown to have already charged to oper- 
ating expenses and credited its reserve 
with 104 per cent of the 1929 book 
value of the property. An allowance 
of 7 per cent on the present fair value 
was made for return. Re Western Buse 
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Telephone Co. et al. (Minn.) Docket 
M-2044. 


The Wyoming Valley Water Supply 
Company has been ordered by the Penn- 
sylvania commission to extend service 
to the village of Beaver Brook, in Lu- 
zerne county. The company objected 
on grounds that the extension service 
would not be profitable. The commis- 
sion held, however, that whatever may 
be the annual expenses and revenue to 
be derived from the service, a company 
which has obtained a charter to serve 
a whole township may not be heard to 
avoid its responsibility to serve any par- 
ticular part of the township on the sole 
ground that a portion of the service 
would not be profitable, especially 
where the inhabitants asking service are 
wholly dependent upon a public water 
supply for their domestic use.  Citi- 
sen's Committee v. Wyoming Valley 
Water Supply Co. (Pa.) Complaint 
Docket No. 8294. 


Operations of a motor carrier be- 
tween two final terminals within the 
state of Pennsylvania over a route ly- 
ing partly within the state of Delaware 
was held by the Pennsylvania commis- 
sion to be a bona fide operation in inter- 
state commerce, rather than a subter- 
fuge to evade state regulation, where 
there was evidence, through the num- 
ber of tickets sold in Wilmington, that 
there was a substantial demand for 
service to and from Wilmington to 
points within Pennsylvania. Pennsyl- 
vania General Transit Co. v. Great 
Eastern Stages, Inc. (Pa.) Complaint 
Docket No. 8502. 


A motor trucker was found guilty of 
transporting property in unauthorized 
equipment over routes not covered in 
its certificate under alleged contracts or 
so-called “rate agreements” with par- 
ticular customers unwilling to pay the 
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carrier’s regularly established rates. 
This practice was held by the Ohio 
commission to be in fact common car- 
riage without lawful authority, and 
such contracts mere subterfuges to 


evade regulation. The carrier was or- 
dered to cease from its further practice, 
and to pay to the state $2,063.60, the 
estimated amount due for the use in 
such service of equipment not listed 
with the commission. Re Patton Motor 
Trucking Co. (Ohio) No. 6693. 


Complaint by the city of Yonkers 
against the use: of one-man street cars 
by the Yonkers Railroad Company was 
dismissed by the New York Public 
Service Commission. The complaint 
grew out of a one-man street car acci- 
dent on March 13, 1931, resulting in 
one death and several injuries. Com- 
missioner Van Namee stated that it was 
not proper to draw any general con- 
clusions as to the safety of one-man 
car operations from a single accident. 
Re Yonkers Railroad Company (N. Y.) 
Case No. 6749. 


As a result of its 1929 financial show- 
ing, the New York commission in 1930 
informed the Rochester Gas & Electric 
Corporation that it would have to make 
a reduction in its electric rate schedule 
of at least $500,000. The subsequent 
business depression, however, has af- 
fected the company’s sales to such an 
extent that the commission has recently 
agreed to allow only a $300,000 cut. 
The company attempted to obtain the 
approval by the commission of a merger 
of the Rochester Gas & Electric Cor- 
poration with the New York State 
Electric & Gas Corporation, as a con- 
dition to its own acceptance of the 
reduction, but this suggestion was flatly 
rejected by the commission and later 
abandoned by the company. Re Roch- 
ester Gas & Electric Corp. (N. Y.) 
Case No. 6776. 


Nore.—The cases above referred to will be published in full or abstracted 
in Public Utilities Reports. 
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RE FARMERS INTER-COUNTY MUT. TELEPH. CO. 


WISCONSIN RAILROAD COMMISSION 


Re Farmers Inter-County Mutual 
Telephone Company 


[U-4051.] 


Return — Reasonableness as a whole — Territorial units for rate making. 
1. The Wisconsin Commission is empowered by statute (§ 196.03[2]), in 
determining whether a return received by a public utility is adequate, to 
consider the total operations of the utility or two or more municipalities 
served thereby, as a regional unit for which an adequate return must be 
allowed, if in the opinion of the Commission the public interest so re- 
quires, instead of considering each municipality as a territorial unit for 


rate making, p. 228. 


Service — Abandonment — Return as a whole — Neighboring company. 
2. The adequacy of a return received by a telephone utility from its oper- 
ations as a whole was considered in determining whether or not a switch- 
board in a particular local exchange should be eliminated, rather than the 
return from such exchange, where the deficit from such local operations 
was not large enough to impose any substantial burden upon the subscrib- 
ers of the utility as a whole, but where the proposed elimination would 
adversely affect the interests of subscribers of a connecting company, p. 


229. 


[April 1, 1931.] 


A PPLICATION of a telephone company for authority to elimi- 
nate a local exchange switchboard ; denied. 


By the Commission: Application 
was filed with the Commission by the 
Farmers Inter-County Mutual Tele- 
phone Company on October 7, 1930, 
to discontinue operation of its switch- 
board at Lyndon Station, and to serve 
the subscribers of its Lyndon ex- 
change through the switchboard of 
said company at Kilbourn. 

Hearing was held on December 9, 
1930, at Kilbourn, Wisconsin, at 
which time and place the following 
appearances were entered: Farmers 
Inter-County Mutual Telephone Com- 
pany, by Ray W. Clarke, of Schu- 
bring, Ryan, Clarke & Petersen, At- 


P.U.R.1931C.—15. 


torneys, Madison; Village of Lyndon 
Station, by O. S. Loomis, Attorney, 
Mauston; Mauston Electric Service 
Company, by R. G. Walter, Mauston, 
and C. H. Dinsmore, Tomah. 

The applicant contends, in support 
of its application, that it is operating 
its Lyndon exchange at a loss, and 
that the elimination of the switch- 
board at Lyndon Station will enable 
the company to operate the exchange 
more economically, and to give the 
subscribers in the territory affected 
better service. 

The facts, as disclosed by the rec- 
ords of the Commission and the evi- 
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dence introduced at the hearing, are 
as follows: 

Lyndon Station is an incorporated 
village of three hundred inhabitants, 
located about eleven miles northwest 
of the city of Kilbourn and about 
twelve miles southeast of the city of 
Mauston. There are thirty sub- 
scribers in all at the Lyndon exchange. 
Seventeen of these subscribers are 
patrons of the Farmers Inter-County 
Mutual Telephone Company, and 
thirteen are patrons of the Mauston- 
Electric Service Company of Maus- 
ton, and are switched at the Lyndon 
exchange of the Farmers Inter-Coun- 
ty Mutual Telephone Company. Six 
of the thirteen telephones of the 
Mauston Electric Service Company 
are business telephones and one of the 
seventeen telephones of the Farmers 
Inter-County Mutual Telephone Com- 
pany is a business telephone. There- 
fore, practically all of the business 
subscribers at this exchange have 
telephones of the Mauston Electric 
Service Company, and about two 
thirds of the residence subscribers 
have telephones of the Farmers Inter- 
County Mutual Telephone Company. 
Residents of the village of Lyndon 
Station and vicinity transact business 
both at Kilbourn and Mauston, but 
Mauston is the county seat of Juneau 
county, in which county Lyndon Sta- 
tion is situated, and the testimony in- 
dicates that more business is trans- 
acted by the residents of this com- 
munity at Mauston than at Kilbourn. 
The applicant proposes, in case the 
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Lyndon switchboard is eliminated, 
that the subscribers connected at the 
Lyndon exchange who desire the 
service of the Farmers Inter-County 
Mutual Telephone Company shall be 
served by that company, and that the 
subscribers at said exchange who de- 
sire the service of the Mauston Elec- 
tric Service Company shall be served 
by that company. At the present time 
there is interchange of service, with- 
out toll charge, at the Lyndon ex- 
change between the subscribers of the 
Farmers Inter-County Mutual Tele- 
phone Company and the subscribers 
of the Mauston Electric Service Com- 
pany. It appears, however, that the 
elimination of the Lyndon switch- 
board will be followed by an applica- 
tion on the part of the Farmers Inter- 
County Mutual Telephone Company 
for the establishment of a toll charge 
for such interchange of service. The 
subscribers at the Lyndor exchange 
are objecting to the elimination of 
the switchboard on the ground that 
it will result in a toll charge for tele- 
phone service among members of the 
same community, living in close prox- 
imity. 

The applicant introduced at the 
hearing as Exhibit 1, a statement of 
the operating revenues and expenses 
of the Lyndon exchange for the nine 
months ending September 30, 1930, 
and of the operating revenues and 
expenses of said exchange for a 12- 
month period projected on the basis 
of the 9-month period named. Said 
statement is as follows: 








9 months ending 12 months 

Sept. 30, 1920 projected 
aeipaiemmne at $275.95 $367.93 
peice poamentrs 13.80 18.40 
$289.75 $386.33 
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Uncollectible operating revenues ............ 
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DNR 44550 ChSsG see emenkeNanesisesaensetees 


Total operating expenses ............... 


Net Income (before depreciation and return) 


It will be noted that for the 9- 
month period covered by the state- 
ment, there is a deficit of $54.97 be- 
fore depreciation and return, and that 
for the 12-month period projected, 
there is a corresponding deficit of 
$73.29. 

The Farmers Inter-County Mutual 
Telephone Company has _ recently 
come under the management of the 
Commonwealth Telephone Company, 
with headquarters at Madison, Wis- 
consin, and application of the Com- 
monwealth Telephone Company for 
authority to issue securities for the 
purpose of securing funds with which 
to acquire the property of the Farm- 
ers Inter-County Mutual Telephone 
Company and several other properties, 
is now pending before the Commis- 
sion. Previous to the year 1930 the 
revenues and expenses of the Lyndon 
exchange were not kept separate from 
the general revenues and expenses of 
the Farmers Inter-County Mutual 
Telephone Company. 

The evidence offered by the appli- 
cant does not disclose what portion of 
the operating expenses at the Lyndon 
exchange is directly attributable to the 
keeping of the switchboard at Lyndon 
Station, or how much of a saving in 
operating expenses would be effected 
by eliminating the switchboard and 
taking the subscribers of the applicant 
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bassaesadewen $54.97 (red) $73.29 (red) 


at the Lyndon exchange directly to 
the switchboard of the company at 
Kilbourn. The latter arrangement 
would, of course, necessitate some in- 
vestment for additional circuits. 

On the basis of the number of tele- 
phone users now served at the Lyndon 
exchange, the total operating revenues 
are $428.40 per year, which sum is 
made up of the following items: 

17 telephones of Farmers Inter- 

County Mutual Telephone Com- 

pany served at $18 per year ....... $306.00 


13 telephones of Mauston Electric 
Seryice Company switched at $8 


P00 PURE ive sndavicntisxocsttcewes 104.00 
Toll service revenues for 12-month 

period as appearing on statement 

SSD TEMG © x.0ickcccsccseses 18.40 


Total operating expenses for a 12- 
month period, estimated as $459.62 
on statement introduced as Exhibit 1, 
minus operating revenues of $428.40, 
leaves a deficit of $31.22 per year re- 
sulting from the operation of the 
Lyndon exchange. This computation 
does not take into consideration re- 
turn on investment or allowance for 
depreciation of the property. 

It appears from the testimony that 
the service rendered by the Farmers 
Inter-County Mutual Telephone Com- 
pany at the Lyndon exchange is poor. 
This applies both to the long-distance 
service and the service within the ex- 
change, between near _ neighbors. 
There is testimony to the effect that 
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some of the poles and lines are down; 
that this condition has existed for 
three or four years; and that though 
subscribers have complained, the sys- 
tem has not been put in good con- 
dition. The applicant admits that the 
service rendered at its Lyndon ex- 
change is not first class. Several wit- 
nesses testified that the Farmers Inter- 
County Mutual Telephone Company 
had lost subscribers at this exchange 
because of poor service, and that if 
the service was improved additional 
subscribers could be secured. 

Mr. F. H. Runkel, who testified on 
behalf of the applicant at the hearing, 
stated that the Farmers Inter-County 
Mutual Telephone Company is willing 
to turn over all the subscribers it has 
at the Lyndon exchange to the Maus- 
ton Electric Service Company. How- 
ever, the latter company has not ex- 
pressed a willingness to take over 
these subscribers ; but introduced testi- 
mony to the effect that the taking of 
its own subscribers directly to the 
Mauston switchboard would involve 
an investment of $12,870, and that 
it would be more economical, as far 
as the Mauston Electric Service Com- 
pany is concerned, to leave the situa- 
tion as it is now. 

The Commission believes that any 
plan of operation at the Lyndon ex- 
change which would involve the 
charging of a toll within the com- 
munity would be highly objectionable. 
This difficulty could be overcome, it 
is true, if all the subscribers at the 
exchange were turned over to the 
Mauston Electric Service Company. 
However, as stated, that company has 
not expressed a willingness to take 
over all the subscribers at the ex- 
change; and the Commission has not 
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been convinced by the record before 
it that there is any good reason why 
the Farmers Inter-County Mutual 
Telephone Company should be per- 
mitted, while it retains the portion of 
its business which it considers desir- 
able, to shift the burden of furnishing 
service at its Lyndon exchange, which 
it claims is unprofitable, onto another 
telephone company. If the Mauston 
Electric Service Company took its 
own subscribers directly to its Maus- 
ton switchboard, the objection arising 
from the desire of the Farmers Inter- 
County Mutual Telephone Company 
to charge a toll within the community 
at Lyndon Station would not have 
been overcome. 

The conditions which obtain at the 
Lyndon exchange today have de- 
veloped under the practice followed 
by the Farmers Inter-County Mutual 
Telephone Company in the past, of 
maintaining a switchboard at Lyndon 
Station, and of considering the 
revenues and expenses of that ex- 
change merely as a part of the gen- 
eral revenues and expenses of the 
company. It is evident from the rec- 
ord that under conditions as they now 
exist, the operation of the exchange 
at Lyndon Station, considered as a 
separate unit, results in a small defi- 
cit; and it may be true that the Farm- 
ers Inter-County Mutual Telephone 
Company could effect some saving in 
operating expenses, though how much 
of a saving the evidence introduced 
does not disclose, by serving its sub- 
scribers at the Lyndon exchange di- 
rectly from the Kilbourn switchboard. 
However, the saving thus effected 
would result in serious detriment to 
the community at Lyndon Station. 
[1] The Farmers Inter-County 
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RE FARMERS INTER-COUNTY MUT. TELEPH. CO. 


Mutual Telephone Company, under its 
new management, seeks to justify the 
elimination of the Lyndon switch- 
board partly on the ground that the 
operation of the Lyndon exchange 
considered as ‘a separate unit, is not 
yielding an adequate return, but is re- 
sulting in a deficit. No claim has been 
made that the operation of the utility 
business of the Farmers Inter-County 
Mutual Telephone Company, as a 
whole, is not yielding an adequate re- 
turn, and no evidence has been intro- 
duced indicating that such is the fact. 
The question then arises whether the 
Commission should consider the ex- 
change at Lyndon Station as a sepa- 
rate unit in determining whether or 
not the inadequacy of the return at 
that exchange justifies the elimina- 
tion of the switchboard, as a means 
of reducing operating expenses at the 
exchange. 

Section 196.03(2) of the Wiscon- 
sin Statutes reads as follows: 

“For rate-making purposes the 
Commission may consider two or 
more municipalities as a regional unit 
where the same public utility serves 
said municipalities, if in its opinion the 
public interest so requires.” 

Under the rule as to rate making 
set forth above, it seems clear that 
the Commission in determining 
whether the return received by a 
public utility is adequate, may con- 
sider the utility or two or more mu- 
nicipalities served thereby, as the 
unit for which an adequate return 
must be allowed, if in the opinion 
of the Commission the public interest 
so requires, instead of considering 
each municipality served by the utility 
as such unit. 

[2] The Commission is of the opin- 


ion that in determining whether the 
inadequacy of the return received by 
the Farmers Inter-County Mutual 
Telephone Company at its Lyndon 
exchange, justifies the elimination of 
the Lyndon switchboard as a means 
of reducing operating expenses, the 
utility as a whole, rather than the mu- 
nicipality served by the Lyndon ex- 
change, should be considered the unit 
for which an adequate return must 
be allowed. 

The opinion of the Commission is 
based in part on the fact that at the 
present time there is a small deficit 
arising from the operation of the 
Lyndon exchange, and if the munic- 
ipality served by that exchange were 
considered the unit for which an ade- 
quate return must be allowed, the 
elimination of the switchboard might 
be justified as a means of reducing 
operating expenses, and the elimina- 
tion of the switchboard would be detri- 
mental to the public served by the 
Lyndon exchange, because it would 
be followed by the application of the 
Farmers Inter-County Mutual Tele- 
phone Company to place in effect a 
toll charge between its exchange and 
the exchange of the Mauston Electric 
Service Company on messages origin- 
ating and terminating within the com- 
munity of Lyndon Station. In form- 
ing its opinion, the Commission must 
consider the interests of the entire 
public served by the Farmers Inter- 
County Mutual Telephone Company, 
and not merely the interests of that 
portion of the public which is served 
by the Lyndon exchange. The Com- 
mission does not believe that the 
amount of deficit which can be direct- 
ly attributed to the retention of the 
switchboard at the Lyndon exchange 
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is a large enough item to impose any 
real burden on any portion of the pub- 
lic which is served by the Farmers 
Inter-County Mutual Telephone Com- 
pany when that utility is considered 
as the unit for which an adequate re- 
turn must be allowed. Furthermore, 
it appears from the record that an im- 
provement in the service rendered by 
the applicant at the Lyndon exchange 
would result in an increased patron- 
age, and that this increased patronage 
would reduce, if not entirely elimin- 
ate, the present deficit. In any event, 
if the schedule of rates at the Lyndon 
exchange is so inadequate that the re- 
tention of the switchboard at that 
exchange imposes an unfair burden 
on any portion of the public which 
is served by the Farmers Inter-Coun- 
ty Mutual Telephone Company when 
that utility is considered as a unit, 
the law provides a remedy which 
would be less detrimental to the com- 


munity at Lyndon Station than the 
elimination of the switchboard. 

As to the contention of the appli- 
cant that the elimination of the 
switchboard will enable the company 
to give better service in the territory 
affected, there is no reason why the 
retention of the switchboard at the 
Lyndon exchange should prevent the 
applicant from giving good service 
at that exchange. Some expenditure 
will be required to put the lines in 
good condition to serve the subscrib- 
ers at this exchange whether they are 
served from the Lyndon switchboard 
or directly from the sv ‘tchboard at 
Kilbourn. 

In view of the foregoing facts, the 
Commission finds that the elimina- 
tion of the switchboard at the Lyn- 
don exchange is not justified either 
on the ground of saving in operating 
expenses or improvement of service. 
[Order omitted. ] 
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Re New Hartford Village Fire District 


et al. 


[Docket Nos. 5565, 5566.] 


Return — Diminishing patronage as affecting — Water utility. 

1. Although rates formerly approved by the Commission for a water 
utility had been calculated to yield only 6 per cent return on the historical 
cost of the property, a subsequent reduction was ordered so as to produce 
a yield of only about 44 per cent return on such value, where evidence 
indicated that the higher rates were working an undue hardship on the 
company, as shown by the diminution of patronage from 210 to 172 cus- 
tomers, the balance of whom had returned to well supply, and where the 
company’s poor financial condition was due in a large measure to its own 
neglect of proper accounting and management, p. 234. 
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RE NEW HARTFORD VILLAGE FIRE DISTRICT 


Rates — Reasonableness — Value of service. 
2. A public utility, whose poor financial condition is due in a large measure 
to its own previous neglect of proper accounting and management, should 
not impose increased rates so abruptly as to work a hardship on the com- 
munity and drive away the remaining patronage, through the adoption of 
a minimum rate in excess of the value of the service to most of the con- 
sumers, p. 234. 


{March 13, 1931.] 


| gemnngee of certain organizations and taxpayers against the 
rates of a water utility; rates modified. 


By the Commission: The follow- 
ing petition was filed with the Com- 
mission on November 24, 1930: 

“To the Honorable Public Utili- 
ties Commission of the State of Con- 
necticut: State Capitol, Hartford, 
Connecticut. 

“The undersigned, the New Hart- 
ford Village Fire District and Pine 
Meadow Fire District, acting by re- 
spective committees duly appointed 
and authorized, and the undersigned 
individuals being taxpayers within 
either or both of said fire districts do 
hereby respectfully petition and re- 
quest your Honorable Commission to 
reopen and grant a rehearing of the 
matter of the petition of the New 
Hartford Water Company filed on the 
10th day of December, 1929, and to 
modify the maximum rates as deter- 
mined by order dated March 3, 1930 
(P.U.R.1930C, 22) and in support of 
this petition would respectfully repre- 
sent : 

“1. That the rates for water serv- 
ices as attempted to be charged by said 
New Hartford Water Company are 
unreasonable, unjust, and exceed pub- 
lic necessity and convenience, are ex- 
cessive and are not in keeping with 
services furnished. 

“2. That said order was issued as 


- 


of March 3, 1930, supra, was retro- 
active in effect, and was based upon 
a misconception and misunderstand- 
ing of the true and actual facts and 
conditions existing in said fire dis- 
tricts and in relation to said New 
Hartford Water Company. 

“3. That your petitioners are ag- 
grieved by said order and the action 
of the New Hartford Water Com- 
pany thereunder in that your petition- 
ers had no actual official notice of any 
hearing on said petition filed by said 
water company and have had no prop- 
er opportunity to be heard thereon, 
and that rates and charges of said wa- 
ter company are unreasonable and ex- 
cessive, and though appealed to said 
water company has refused to nego- 
tiate towards modifying said rates and 
charges. 

“4. That although rates as hereto- 
fore charged appear to your Honor- 
able Commission to have been nonre- 
munerative this is not a proper nor 
equitable consideration for now fixing 
and charging rates that are unreason- 
able and exceed public necessity and 
convenience. 

“Your petitioners respectfully pray. 

“1. That your Honorable Com- 
mission reopen the entire matters 
based upon said petition of said New 
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Hartford Water Company, and a time 
and place to be fixed for hearing on 
this petition. 

“2. That further order be made 
modifying said maximum rates as or- 
dered and directed in said order dated 
March 3, 1930, supra. 

“3. That reasonable and just rates 
in conformity to public necessity and 
convenience be determined and direct- 
ed in connection with the water serv- 
ices as established of said New Hart- 
ford Water Company. 

“Dated at New Hartford, Connec- 
ticut, as and of the 3lst day of Octo- 
ber, 1930. 

“Respectfully submitted, 

“New Hartford Village Fire Dis- 
trict, by John Harris, Frank L. 
Whitney, Henry N. Gilman, Cla- 
rence E. Jones, Its Committee 
duly appointed and authorized. 

“Pine Meadow Fire District, by 
Frank M. Chapin, Harold E. 
Drake, Arnold R. Wilson, Her- 
mon M. Chapin, John C. Smith, 
Its Committee duly appointed 
and authorized. 

“Taxpayers within either or both 
of said districts, H. Roger Jones, H. 
E, Drake, Julian E. Drake, Peter 
Bedard, Emilie Talbot, Michael Tul- 
lock, and others. 

“Petitioners represented by Samuel 
H. Herman, Attorney at Law, Win- 
sted, Connecticut.” 

The following petition was filed 
with the Commission on November 
24, 1930, the same date. 

“New Hartford, Conn., 
“October 31, 1930. 

“To the Honorable Public Utilities 

Commission of the State of Connec- 


P.U.R.1931C, 


ticut, State Capitol, Hartford, Con- 
necticut. 

“The undersigned, being ten and 
more patrons of the New Hartford 
Water Company located in the town 
of New Hartford, Connecticut, do 
hereby bring this petition to your 
Honorable Commission and do hereby 
respectfully represent and allege: 

“1. That the rates and charges for 
water services made by said New 
Hartford Water Company are unrea- 
sonable and exceed the requirements 
of public necessity and convenience. 

“Your petitioners respectfully pray. 

“1. That your Honorable Commis- 
sion fix a time and place for a hear- 
ing on this petition. 

“2. That the rates and charges for 
water services made by said water 
company, under the maximum rates 
prescribed by your Commission, be 
found by your Commission to be more 
than reasonable and just and excessive 
and greater than is required to provide 
for reasonable public convenience and 
necessity. 

“3. That an order be passed by your 
Commission directing said water com- 
pany to adopt and put into effect a 
schedule of modified rates for said 
water services and to establish rates 
and charges that will be reasonable, 
proportionate, just, and so as not to 
exceed public convenience and neces- 
sity. 

“4. That this petition be heard at 
the same time and place and in con- 
junction with the petition of the New 
Hartford Village Fire District, Pine 
Meadow Fire District, and others re- 
questing a reopening of the matter of 
the petition of the New Hartford Wa- 
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ter Company, Docket No. 5425 
(P.U.R.1930C, 22). 
“Respectfully submitted, 

“New Hartford Village Fire Dis- 
trict, by John Harris, Frank L. 
Whitney, Henry L. Gilman, Cla- 
rence E. Jones, Its Committee 
duly appointed and authorized. 

“Pine Meadow Fire District, by 
Frank M. Chapin, Harold E. 
Drake, Gerald R. Wilcox, Her- 
man M. Chapin, John C. Smith, 
Its Committee duly appointed 
and authorized. 

“Other Patrons of the New Hart- 
ford Water Company, A. N. 
Goetz, P. H. Roberge, W. S. 
Deming, Fred W. Gerich, Wil- 
liam Bombard, and others. 

“Petitioners represented by Samuel 
H. Herman, Attorney at Law, Win- 
sted, Connecticut.” 

Said petitions were assigned for a 
hearing to be held at the office of 
the Commission in Hartford on 
Thursday, December 18, 1930, at 10: 
30 o’clock in the forenoon. Notice 
of the pendency of the petitions and 
of the time and place of hearing same 
was given to the New Hartford Vil- 
lage Fire District, the Pine Meadow 
Fire District, both in the town of New 
Hartford, to taxpayers in said fire dis- 
tricts, patrons of the New Hartford 
Water Company, the New Hartford 
Water Company and other interested 
parties, as fully appears from order 
of notice and return thereon on file. 
At said time and place the petitioners 
appeared by counsel, officers and in 
person. The New Hartford Water 
Company appeared by counsel and of- 
ficers. 

These two petitions relate to rates 


now charged by the respondent com- 
pany pursuant to an order of this 
Commission made on March 3. 1930. 
in Docket No. 5425 (P.U.R.1930C, 
22) in which order the Commission 
prescribed maximum rates for all 
classes of customers served by the 
company. The first petition is in the 
nature of a motion to reopen the 
aforesaid order ; the second is brought 
under § 3597 of the General Statutes 
relating to determination by this Com- 
mission of rates for public service 
companies. 

Both petitions were assigned for a 
hearing at the same time and heard 
jointly, but as the issues raised by the 
second petition present all the issues 
that could be raised if the original case 
were reopened, the Commission will 
consider all the facts presented as ap- 
plicable to the second petition, and the 
decision and ruling hereinafter made 
will be based upon that petition with- 
out formally reopening the original 
decree, but which will be modified in 
accordance with the ruling herein. 

The company serves the town of 
New Hartford including the village of 
Pine Meadow therein and two fire 
districts, the New Hartford Village 
Fire District and the Pine Meadow 
Fire District. The community served 
covers a small territory, has a limited 
population, and few industries. Its 
grand list amounts to about $2,400,- 
000. 

The history, financial condition, and 
rate structure of the company are set 
forth in the memorandum of decision 
contained in Docket No. 5425. As 
appears therein the rates in force, un- 
til the order of the Commission on 
March 3, 1930, supra, had remained 
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stationary since the inception of the 
company in about 1894. The com- 
pany serves a limited territory, and its 
progress is further impeded by the ex- 
istence of another public service com- 
pany distributing water in New Hart- 
ford to forty customers. The capi- 
talization of the respondent amounts 
to $60,000, which is made up of $30,- 
000 in common stock and $30,000 in 
bonds. The bonds matured a long 
time ago and remain unpaid as well as 
the interest thereon for a number of 
years. Both stock and bonds are 
largely held by the same individuals 
and were received in payment for the 
contract price for the original con- 
struction of the waterworks of the 
company. 

[1, 2] The petitioners seek a revi- 
sion of rates now in force whereby 
the annual minimum rate for domestic 
use would be reduced from the pres- 
ent level of $21 to $10 per year, with 
a proportionate decrease for all classes 
of customers using more water than 
the minimum allowance, and a de- 
crease in the public fire protection rate 
from $50 per hydrant per year to $35 
per hydrant per year. There are two 
fire districts involved, the New Hart- 
ford Fire District with 41 hydrants 
and the Pine Meadow Fire District 
‘with 20 hydrants, or a total of 61 
hydrants. 

The Commission on March 3, 1930, 
supra, prescribed maximum rates 
which would produce gross operating 
revenues of about $8,650 per year or 
approximately 100 per cent more than 
the revenues theretofore received. 
This revenue was estimated to meet 
annual requirements of $4,000 for 
operating expenses, exclusive of de- 
preciation, $1,200 allowance for de- 
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preciation, an item of expense never 
before charged by the company in de- 
termining its expenses, and the bal- 
ance of $3,450 representing approxi- 
mately a 6 per cent return to the com- 
pany upon the cost of its property as 
shown by its books. Gross operating 
revenues of $8,650 were allocated to 
the several classes of service, as fol- 
lows: 





DOMESIC WHET WDE occ. ceveccccves $5,000.00 
Public Gre S€PVICO ......6c000ccccsces 3,050.00 
Private fiTC SEFVICE ...cccccccececes 600.00 

WME ccGnp eseneeauns steed es $8,650.00 


The inexcusable neglect of the com- 
pany, which appeared at the hearing 
on those petitions, to keep its book- 
keeping records for some years in the 
past until the year 1929 in accordance 
with the standard and system of ac- 
counts prescribed by the Commission 
made it difficult to obtain complete or 
very informative accounting records 
for the earlier years and led the Com- 
mission at the close of the hearing to 
order the company to produce all of 
its original books and records for ex- 
amination and consideration in con- 
nection with these petitions. These 
records, as subsequently submitted, 
were very unsatisfactory as showing 
the organization and financial opera- 
tions of the company, and consisted 
of fragmentary cash books and led- 
gers; also invoices, canceled checks, 
and check books. Prior to their sub- 
mission, these records of the company 
were carefully examined and audited, 
and in some cases transcribed into a 
more legible and intelligible form by 
a competent and reliable public ac- 
countant employed by the water com- 
pany. Said public accountant made 
up a report in proper accounting form 
based upon the information and data 
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contained in the company’s said rec- 
ords and in a few instances from 
verbal information obtained from offi- 
cers of the company. This report the 
Commission has carefully analyzed. 
It was further subjected to examina- 
tion by petitioner’s counsel at a con- 
ference held for that purpose at the 
office of the Commission on February 
24, 1931, at which time and place the 
aforesaid accountant was also ex- 
amined by petitioners’ counsel con- 
cerning the correctness of his report 
and its details. While the petitioners 
questioned the correctness of $30,000 
as the amount of the company’s bond- 
ed indebtedness, they offered no evi- 
dence that such sum was incorrect, 
and from the evidence submitted at 
the present hearing on these petitions 
and at the former hearing on Docket 
No. 5425, the Commission has no rea- 
son to doubt the correctness of that 
sum. In prescribing reasonable rates, 
however, the fair value of the prop- 
erty is the controlling factor rather 
than the capitalization. 

Gross operating revenues for the 
year 1930 approximated $8,650, the 
amount allowed by the Commission 
in its aforesaid order. Included in this 
sum, however, were bills rendered 
during the year and not paid, amount- 
ing to about $2,945 and representing 
almost entirely accounts due from the 
aforesaid fire districts for fire protec- 
tion service supplied during 1930. 
Since such charges were incurred 
during that year they were included as 
income under accounting practice al- 
though not actually received. Operat- 
ing expenses during the same year 
including taxes but excluding depre- 
ciation amounted to approximately 
$4,084 or approximately the amount 


allowed by the Commission. Depre- 
ciation taken amounted to $1,286 or 
$86 more than allowed by the Com- 
mission in its aforesaid order, the 
difference being apparently due to the 
increase in fixed capital at the end of 
1930 comparing with the end of 1928, 
There was thus available for a return 
to the company approximately $3,280, 
or slightly less than the amount al- 
lowed by the Commission in its afore- 
said order. While $1,200 may be con- 
sidered a reasonable allowance for 
depreciation, yet in view of the fact 
that the company never maintained a 
depreciation account, and in an at- 
tempt to reduce operating expenses to 
the minimum in an effort to reduce 
rates to the minimum, it seems justifi- 
able to reduce depreciation allowance 
to $1,000. There also appears in op- 
erating expenses for the year 1930 
certain items of a legal and engineer- 
ing nature growing out of rate pro- 
ceedings and traveling expenses which 
may reasonably be eliminated as an- 
nual expenses in a consideration of 
whether or not the rates heretofore 
fixed by the Commission should be 
reduced. Such items amounted to ap- 
proximately $620 for the year 1930. 
The item of maintenance of distribu- 
tion system amounting to $602 for 
the year 1930 may be regarded as not 
likely to be as great in the future 
since considerable repairs were made 
thereto in the year 1929 at a cost of 
$1,464 and since in the prior years of 
1926, 1927, and 1928, this item is 
reported as only $180, $217, and 
$269, respectively. A decrease in this 
item of $300 would appear possible. 

In its Docket No. 5425 the Com- 
mission in prescribing rates for the 
company, said in part as follows: 
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“The unsatisfactory financial condi- 
tion in which the company finds itself 
today is due chiefly to its failure to 
seasonably revise its rates in the past 
to a level sufficient to provide adequate 
revenues.” It said also, in view of 
that failure, that “. an increase 
of rates to the amount which the com- 
pany might legally be entitled would 
work an undue hardship upon the 
community.” (P.U.R.1930C, at p. 
26.) Despite the confinement of the 
increase in rates to the limit fixed by 
the Commission in its order, those 
rates in actual operation have appar- 
ently worked a hardship upon the 
small consumer. This is shown by the 
decrease in the total number of cus- 
tomers from about 210 at the time of 
the original order to 172 at the time 
of the hearing on these petitions. The 
difference represents chiefly small con- 
sumers who have resorted to the use 
of wells to avoid paying the minimum 
rate of $21 per annum. The hard- 
ship is also indicated to some extent 
by the failure of the fire districts to 
pay for public fire protection service 
upon the rates fixed by the Commis- 
sion. The water company has for 
many years been operating at a loss, 
receiving no return on actual invest- 
ment, and a rate which would at once 
transpose the company to the position 
of earning a fair legal return on the 
fair value of its property appears to 
be and is a drastic increase, and al- 
though legally justifiable is more than 
patrons generally can afford to pay. 
Under these circumstances and in or- 
der to avoid the apparent hardship of 
an abrupt increase in rates, the Com- 
mission believes that the return to the 
company for the present should be 
calculated at about 43 per cent, instead 
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of 6 per cent, upon the historical cost 
of about $52,000 stated in said Docket 
No. 5425 (P.U.R.1930C, 22) which 
43 per cent return would yield ap- 
proximately $2,340. 

Summarized, gross operating reve- 
nues required would, therefore, be as 
follows: 


OCROFSERG CRORES inniscicccciccdession $3,100 
SIENUEIEE cccsiciccicp-secuwsncbences ou 1,000 
Return ...... Reais iad baton eet Re ahaa 2,340 

yc Suuaeuualberaeaeaas $6,440 


The difference between this total of 
$6,440 and present gross operating 
revenues of $8,650, or the sum of 
$2,210, may therefore be applied in 
the reduction of existing rates. 

It appeared at the hearing on the 
present petitions that of the 172 cus- 
tomers now served only about 50 are 
using water in amounts sufficient to 
make their bills above the minimum, 
so that approximately 122 customers 
are minimum users in addition to the 
38 customers who have discontinued 
service entirely since the original hear- 
ing. A reduction in the service charge 
for §-inch and }-inch meters from 
$1.25 per quarter to $1 per quarter 
and a reduction in the commodity 
charge from $4 per quarter to $3 per 
quarter for the minimum consumer 
would effect a reduction of $5 per year 
per customer and reduce the minimum 
rate for metered customers from $21 
per year as at present to $16 per year. 
Since practically all consumers are 
now on a metered basis, no change is 
required in the flat service charge. 
This reduction would apparently ben- 
efit about 122 customers and effect a 
reduction in gross operating revenues 
of about $610. The company might 
reasonably expect to regain as a par- 


236 








rhYS mh 6O1 5695 


ee ee oe ee © | ~ 


-_ 








RE NEW HARTFORD VILLAGE FIRE DISTRICT 


tial offset some of the thirty-eight lost 
customers. The same reduction ap- 
plied to the fifty customers consuming 
more than 7,500 gallons per quarter 
would result in a further reduction of 
$250. Some reduction should also be 
made in the present commodity rate 
for consumption exceeding 7,500 gal- 
lons per quarter up to 15,000 gallons 
per quarter which under present rates 
is now billed at 50 cents per one 
thousand gallons per quarter for such 
excess; and likewise some reduction 
should be made for water consumed 
in excess of 15,000 gallons per quar- 
ter which is now billed at 40 cents per 
one thousand gallons per quarter, in 
order to remove in both cases the dis- 
proportion that would otherwise exist 
between the rates for minimum con- 
sumption as reduced and the present 
rates for consumption above 7,500 
gallons per quarter and 15,000 gal- 
lons per quarter. The number of cus- 
tomers that would be affected is small, 
approximately fifty, as stated before, 
and the reduction in revenue, while it 
is not possible to determine it accu- 
rately from the evidence before the 
Commission, would be slight in com- 
parison to the reduction in the mini- 
mum rate. For practical purposes this 
reduction may be estimated at ap- 
proximately $300. 

A reduction in public fire protection 
and private fire protection rates from 
$50 per hydrant per year, as fixed in 
said Docket No. 5425, supra, to 
$37.50 per hydrant per year would af- 
fect 61 public hydrants and 12 private 
hydrants and effect a reduction of ap- 
proximately $900, in present revenue 
receivable at present rates from said 
sources. 

Total reductions in the several 


classes of rates hereinbefore made 
may be expected to effect a reduction 
in operating revenue from all sources 
of approximately $2,100. 

The order contained below modify- 
ing the rates now charged by the re- 
spondent company will be made retro- 
active to January 1, 1931. 

From the evidence presented at the 
hearing the Commission is of the 
opinion and finds: 

1, That the rates now in force by 
the petitioner for all classes of service, 
except unmetered service, are more 
than just, reasonable, and adequate 
under the peculiar circumstances of 
this case as stated above, and that 
the schedule of rates prescribed by the 
Commission in said Docket No. 5425, 
supra, should be revised as hereinafter 
set forth. 

2. That the New Hartford Water 
Company should be and hereby is or- 
dered and directed to adopt and put 
into effect as of January 1, 1931, and 
thereafter to continue until further 
order of the Commission in the prem- 
ises, in lieu of the rates now in force, 
the following schedule of maximum 
rates: 


Metered Services: 
Service charge: 


SB” OF SF WIE cicccccce $1.00 per quarter 
WE sa soda cudooesen 5.00 per quarter 
BT ME cask cedaneannee 18.00 per quarter 


Water charge: 

For water used by one family from one 
service, up to 7,500 gals. per quarter, 
$3.00 per quarter. 

For next 7,500 gals. per quarter, 40¢ per 
1,000 gallons. 

For next 15,000 gals. per quarter, 30¢ per 
1,000 gallons. 

For all excess over above apply for special 
wholesale rates. 

For more than one family on one service, 
per family $4.00 per quarter, including 
water use up to 7,500 gallons per family 
per quarter. 

For each store, one-half family rate. 
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Unmetered Services: Flat Rates 

Service charge ........... $1.00 per quarter 

Water used by one family, with fixtures not 
in excess of one faucet, one hopper, and 
Sg ere 4.25 per quarter 

Each additional fixture in excess of one fau- 
cet, one hopper and one bath: 


BGS eer .25 per quarter 
OO ee 1.25 per quarter 
MEE iddcursnuest<ou 75 per quarter 
i eer ere 75 per quarter 
Fee .25 per quarter 
Wash machine ....... .25 per quarter 
re 1.25 per quarter 


Public Fire Protection Charge: 


For each hydrant connected or hereafter 
connected with the company’s waterworks 
system, $37.50 per hydrant per year. 


Private Fire Protection Service: 

For each hydrant connected or hereafter con- 
nected with the company’s waterworks sys- 
tem and located on and serving private 
property, $37.50 per hydrant per year. 


Turning On or Off Water Service: 
For each operation 


eeeeeeeeeeseeeeses 


In prescribing the foregoing rates 
at this time, the Commission realizes 
that the rate of return allowed on the 
investment or property of the com- 
pany is less than a legal rate of return, 


but, owing to the unfortunate condi- 
tions that have maintained in the past, 
it is hoped that by prescribing a low 
rate a better spirit of codperation may 
result and later a friendly adjustment 
of rates may be brought about. Wa- 
ter supply to this as to any community 
is of such vital importance that it 
cannot afford to sacrifice or be with- 
out it, and if, by reason of its limited 
but necessary use and natural avail- 
ability and other natural causes, it 
costs somewhat more than in other 
communities, that cost will have to 
be met by a higher rate basis. 

We hereby determine and direct 
that notice of the foregoing finding, 
order, and decree be given by the sec- 
retary of this Commission by for- 
warding by registered mail, true and 
attested copies thereof to the parties 
in interest on or before the 17th day 
of March, 1931, and due return 
make. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Cayuga Omnibus Corporation 


[Case No. 6514.] 


Expenses — Salary of officer — Relation to stockholders. 
1. There should be a clear and detailed proof of the services rendered 
by an officer of a utility in return for salary, where he and members of 
his family own a majority of the outstanding stock, p. 242. 


Depreciation — Amount allowed — Bus utility. 
2. An allowance of 34 cents per bus mile for annual depreciation expense 
of a bus utility, which was predicated upon an estimated bus life of 200,000 
miles or four years with a nominal salvage at the termination of that 
period, was tentatively approved although said to appear rather high, p. 
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Valuation — Working capital — Bus utility. 
3. An allowance of $2,500 was made for working capital of a bus utility 
having a total rate base of $62,351, p. 243. 


Return — Bus utility — Cash earnings — Excessive depreciation — Economic 


depression. 


4. A bus utility which had earned returns of 13.41 per cent and 13.05 per 
cent respectively during two years prior to a year during which it earned 
only 1.08 per cent return was not permitted thereafter to increase fares 
during a probably temporary period of economic depression, and where 
it appeared also that the utility might be charging too much for depre- 
ciation, but it was given leave to renew its application within a few months 
if conditions did not improve, p. 243. 





Depreciation — Proper annual allowance for bus utility. 
Statement that the proper depreciation rate for busses is a subject upon 
which there has not yet been sufficient experience for an exact deter- 


mination to be made, p. 243. 


[March 3, 1931.] 


P ETITION of a bus utility for increased fares; denied without 
prejudice against a renewed application after July 1, 1931. 


APPEARANCES: Harold J. Dres- 
cher, Auburn, President and General 
Counsel, Cayuga Omnibus Corpora- 
tion; Jacob Katz, Brooklyn, Vice 
President and Associate Counsel, 
Cayuga Omnibus Corporation; Harry 
A. Schwartz, Auburn, Auditor, Ca- 
yuga Omnibus Corporation; C. D. 
Osborne, Mayor, City of Auburn; 
William S. Elder, Auburn, Corpora- 
tion Counsel, City of Auburn; J. B. 
Donovan, Auburn, City Manager, 
City of Auburn; E. C. Bockstedt, Au- 
burn, representing Auburn Chamber 
of Commerce; Albert H. Clark, Au- 
burn, representing Town of Owasco; 
William Aubin, Auburn, Supervisor 
Seventh ward, in opposition; John F. 
McGrath, Auburn. 


By the Commission: The Cayuga 
Omnibus Corporation filed on No- 
vember 1, 1930, Supplement No. 1 
to its tariff of passenger fares P. S. 
C. No. 2, applying in the city of 


Auburn, to be effective December 1, 
1930, making increases in the fares 
charged on its various bus lines 
within the city of Auburn. On No- 
vember 18, 1930, the Commission 
suspended the proposed tariff to Jan- 
uary 31, 1931, and ordered public 
hearings to be held thereon. This sus- 
pension has been extended to March 
16, 1931. 

This corporation also operates an 
interurban line between the cities of 
Auburn and Syracuse, but the present 
rate matter concerns only the question 
of fares in the city of Auburn and 
in the adjoining town of Owasco, to 
which one of the local bus routes ex- 
tends. 

The company desires to change its 
rates as follows: 

1, To increase the present rate of 
7 cents for a single. one-way ride to 
(a) 3 single one-way rides for 25 
cents on a token basis, and (b) to 10 
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cents for those who do not purchase 
the aforesaid tokens. 

2. To increase the present rate for 
students attending the public schools, 
on school days during specified hours, 
from 34 cents on a token basis to 5 
cents on an identification basis. 

3. To reduce the fare for children 
from five to twelve years of age from 
7 cents (present full fare) to 5 cents 
(proposed half fare). 

4. To increase the fare of persons 
who travel across the zone limit be- 
tween the city of Auburn and the town 
of Owasco on the Owasco street 
line, from 5 tickets for: 35 cents 
on a commutation ticket plan to 3 
tokens for 25 cents. The cash fare 
of 10 cents for this service is not 
affected. 


History of Company 

The Cayuga Omnibus Corporation 
commenced operation of bus lines in 
the city of Auburn on October 16, 
1927, under a franchise granted by 
the city of Auburn. At first its opera- 
tions were confined to local service in 
Auburn and adjacent territory, but in 
April, 1930, it commenced to operate 
an interurban line between Auburn 
and Syracuse. Since that time, there- 
fore, its balance sheet and income 
statement are not applicable to the lo- 


cal service alone but include this inter- 
urban service. 

The company purchased fourteen 
busses in 1927 at a total cost of $101,- 
125, upon which it made a down pay- 
ment of $20,000, the balance to be 
paid over a period of two years. Cap- 
ital stock of a par value of $35,C00 
was subscribed and paid for in 1927, 
the proceeds in excess of the $20,000 
being used as working capital. The 
additional payments upon these busses 
amounted to $81,125 up to December, 
1929, of which $55,670 was available 
from depreciation reserve and $7,402 
from surplus profits. In 1927, 1928, 
and 1929, a garage was rented for 
$2,895 per annum, but in 1929 or 
1930 a building was acquired for this 
purpose at a cost of $24,231. In 
1930, five additional busses were pur- 
chased at a cost of $56,445 for use in 
the interurban service between Au- 
burn and Syracuse. Additional capi- 
tal stock was issued in 1929 and 1930 
bringing the total to $55,000. Addi- 
tional financing was accomplished by 
means of a mortgage on the garage 
acquired and bank loans. 

The company’s balance sheets from 
December 31, 1927, to October 31, 
1930, are as follows (1927-1929 
from annual reports; 1930 from Ex- 
hibit 5): 


CAYUGA OMNIBUS CORPORATION 
CoMPARATIVE BALANCE SHEETS 








December December December October 
Assets 31, 1927 31, 1928 31, 1929 31, 1930 
Property and equipment (bus operations) $98,697.95 $105,945.06 $125,780.52 $190,810.18 
NN sear et roeie scid are pe a waivers prbee Ove:a 5,011.52 378: 6,593.37 10,809.53 
SD I 6655s s raiceandtwwseee sy 006s euleben 581.19 3,869.54 1,830.26 
Materials GNA GUDDUES «oo cccccccvicencsess 609.45 1,346.50 1,841.02 1,684.46 
Special funds and deposits ......ccceseeees 681.53 202.8 eee 
CUES “GCREETOR SOBER oc oc 00.0:0:6 0:00:0-6:60000% 14,465.89 4,426.47 10,981.71 12,009.35 
Franchise expense unamortized ............ 68. SE vswsssesne 16,967.29 
$129,534.51 $126,175.69 $149,072.16 $234,111.07 
P.U.R.1931C. 240 








™ oe beet FD ee he et eae 


R 


no Oo We 


° Ta @ 


= = ~~ 


RE CAYUGA OMNIBUS CORPORATION 


Cayuca Omnisus CorpPorATION COMPARATIVE BALANCE SHEETS—Continued 


Liabilities 


DONE, 35 skcicunicns oinciemsoacagunemen 


Subscriptions to capital stock ............. 
Long term debt .......... Dpecaiiweenewuee 


IIE. gid aaise) accuse enue. os 


Oe OO EE ee 
TE oad oS casa eeike cenwenn ew 
NE CII asinolticcd ov censnauess<ssess 
Other current and accrued liabilities ...... 
oe re 


ET CES oo cn cw scwecceesieseses w 


CIEE HIND spd osivsececescccenesen 


The balance sheet at October 31, 
1930, includes the Auburn-Syracuse 
interurban line, to which it appears 
that the entire item of franchise ex- 
pense at that date is attributable. The 
item of other deferred assets consists 
chiefly of prepaid insurance. 

The company’s statement of income 
and profit and loss from June 1, 1928, 
to October 31, 1930, for the Auburn 
City division is as follows (Exhibit 
1, condensed and rearranged) : 


December December December October 
31, 1927 31, 1928 31, 1929 31, 1930 
cay ee ae. ep) ere $40,000.00 $55,000.00 
SIS DOG). SIRRIRGD. cecesscics Soveapenns 

73,904.46 33,344.46 12,500.00 45,437.50 
fee eee a, er 20,067.20 
13,748.95 3,939.80 8,089.37 19,334.22 
923.80 2,458.27 260.41 214.59 
160.19 520.20 1,311.08 1,298.69 
525.63 14,956.52 23,662.67 1,412.59 
5,108.45 30,707.75 55,670.32 82,793.01 
286.61 ae 


163.03 4,002.08 7,402.03 8,553.27 





$129,534.51 $126,175.6¢ $149,072.16 $234,111.07 


The company based its case prima- 
rily on the extremely poor operating 
results in 1930, whereby a net income 
from operations of $6,059 in the year 
1929 was converted into an operating 
deficit of $3,993 in the first ten 
months of 1930. A comparison of 
the first ten months in 1929 and 1930, 
respectively, shows that the number of 
passengers carried on the local line de- 
creased by 161,580 and gross passen- 
ger revenues by $10,522. Bus mile- 


CAYUGA OMNIBUS CORPORATION 
(Ausurn City Division) 
Comparative Profit and Loss Statement 
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1928 1929 1930 
(10 mos.) 
DM i-tecciensbeseecapapbepeseeealenethares $158,212.77 $157,174.18 $121,801.44 
Operating expenses: 
EE + .cacdeees seavacionsaes east dpeunene $20,224.98 $24,734.59 $21,919.93 
DE . ...  daxcdessebestesiiewasedsuceie 25,599.30 25,223.75 20,512.31 
i ie oc ccccunoaboneceeebeneen anes 20,844.84 21,116.27 18,576.76 
DEE. cacbuscesiasecevenessssescsvoswe 42,463.19 42,225.65 35,177.50 
EE Sant ccnascvucakixcewndss aiawasendeaseees 34,524.72 31,720.56 25,648.02 
EEE chicnkdescieser eet pide enabbeveesseanieee 499.97 451.63 662.41 
TOO GHOTRTING GUPOROES: o0ccccosccsecscadciecscese $144,157.00 $145,472.45 $122,496.93 
NN So eas aan sb aumakumaneaderesarne 2,749.84 2,747.82 2,164.17 
Oe ons oo emg be penne eee nee ens $146,906.84 $148,220.27 $124,661.10 
CORRES WOE 6.500 osc csc cccinssccds0 sese'cess $11,305.93 $8,953.91 D $2,859.66 
FREESE ie Ayre rere rer eran at 3,398.75 2,895.00 1,133.37 
Net income from operations ...........-+eeeeeeees $7,907.18 $6,058.91 D$3,993.03 
SOE TIED cso scie cows chet sene ss eneSewe see 154.68 94.09 64.62 
MS oot aed eeei stones bass eekes ieeesee nen $8,061.85 $6,153.00 D$3,928.41 
Interest and amortization ............sceeecsceece 4,167.81 1,708.33 1,112.87 
To profit and loss ......++++ssseeveeeereeereeeee $3,894.05 $4,444.67 D$5,041.28 
D—Deficit. 


P.U.R.1931C.—16. 241 
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age was decreased slightly in 1930, 
but could not be cut sufficiently to 
maintain the net revenues without im- 
pairing the service and causing fur- 
ther loss in passengers. 

The company also put in evidence 
a comparison of its rates with those 
charged by bus utilities in other cities 
of from 25,000 to 50,000 population 
(Exhibit 6), showing that the present 
fares in Auburn are comparatively 
low. 

The proposed increase in fares is 
opposed by the mayor of the city of 
Auburn, the city manager, the Auburn 
Chamber of Commerce, the town of 
Owasco, and by various prominent 
citizens. 

On behalf of the consumers it is 
pointed out that this company began 
business in October, 1927, with an in- 
vestment of only $35,000, of which 
amount $20,000 was paid toward the 
cost ($101,000) of the fourteen bus- 
ses originally purchased and that from 
the depreciation reserve and passenger 
revenue since October, 1927, the com- 
pany has paid the balance of the pur- 
chase price of the busses, amounting 
to $81,000. Council for the city of 
Auburn draws attention to the fact 
that the testimony shows that Mr. 
Drescher receives a salary of $7,500 
as president and general manager of 
the corporation and that during the 
year 1930 he received an additional 
salary of $2,000 as general counsel 
for the corporation; that Mr. Dres- 
cher, who with his relatives has con- 
trol of the company, lives in Brook- 
lyn and goes to Auburn only a few 
times a month. Counsel contends that 
a large part of Mr. Drescher’s salary 
as president and general counsel 
should be considered as part of the 


fair return rather than as an operat- 
ing expense. 

The chief contention of the opposi- 
tion, however, is that the decrease in 
the company’s revenues in 1930 is due 
to the great amount of unemployment 
in Auburn; that this is likely to be 
relieved in the near future; and that 
the company’s earnings will be re- 
stored to normal without the necessity 
for an increase in fare. They em- 
phasize the bad effects upon the com- 
pany’s business and upon the con- 
sumers of an increase in fares at this 
time when the current depression is 
at its worst. It was testified that Au- 
burn stood fourth in the state in per- 
centage of unemployment. 


Executive and Legal Salaries 


[1] The record shows that Mr. 
Drescher has drawn a salary of $7,- 
500 per year as president at all times 
and an additional salary of $2,000 as 
general counsel in 1930; that he re- 
sides in Brooklyn and keeps the rec- 
ords of the company there; that Mr. 
Rosen, the treasurer, also resides in 
Brooklyn; and that Mr. Drescher 
makes trips “whenever necessary” to 
Auburn to exercise general supervi- 
sion over operations. While not spe- 
cifically stated, it is a logical infer- 
ence that Mr. Drescher has other 
business interests which occupy a ma- 
terial portion of his time and that a 
comparatively small percentage is de- 
voted to his duties as president and 
general counsel of this company. It 
appears also that Mr. Drescher and 
members of his family own a majority 
of the outstanding stock of the com- 
pany. Where such a situation exists 
there should be clear and detailed 
proof of the services rendered by 
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stockholders in return for salaries re- 
ceived as officers or employees. For 
the purposes of this case we will con- 
sider one half of the salary paid Mr. 
Drescher as president and all paid him 
as general counsel as part of the fair 
return rather than as an operating ex- 
pense. The amount involved is $3,- 
750 in 1928 and 1929, and $4,666.66 
in 1930. 


Depreciation 


[2-4] The charges to operating 
expenses for depreciation upon busses 
have been at the rate of 34 cents per 
bus mile. This is predicated upon a 
life of 200,000 miles or four years 
with apparently a nominal salvage at 
the end of that time. The proper 
depreciation rate for busses is a sub- 
ject upon which there has not yet been 
sufficient experience for an exact de- 
termination to be made. These busses 
have been running three years already 
apparently without a single one being 
retired. It seems likely that the actual 
life of these busses cannot be appre- 
ciably less than the estimated life and 
that it probably will be greater. If it 
should turn out to be greater the oper- 
ating expenses have been overstated 
during the entire period of operations. 
While no correction is made for this 
factor, it will be given some consid- 
eration in the decision reached herein. 

The claim made by the city that the 
company has operated on a shoestring, 
investing only $20,000 in busses and 
paying the balance out of profits and 
depreciation accruals, is not entirely 
supported by the facts. The notes on 
the initial purchases of busses were 
all paid by December 31, 1929, at 
which time the depreciation reserve 
amounted to $55,670, and corporate 


surplus to $7,402, leaving a balance of 
about $40,000 on the busses to be fi- 
nanced by stock or funded debt, in 
addition to working capital and minor 
fixed capital items. 


Business Depression and Unemploy- 
ment 


That we are at present in a period 
of unusual and abnormal business de- 
pression and consequent unemploy- 
ment, is freely admitted by both sides. 
The only differences of opinion are as 
to the duration of the depression, and 
as to what consideration should be 
given to this situation in a rate case. 
We believe that fares should not be 
raised under conditions such as exist 
at present, if it can possibly be avoid- 
ed. It seems easily within the realm 
of possibility that there may be a ma- 
terial improvement this summer. 


Rate Base and Return Thereon 


In the following table are shown 
the rate base in each period together 
with the net income from operations 
both as shown by the books and after 
adjusting as found herein. No adjust- 
ment has been made in depreciation 
expense, though we believe it is some- 
what high. The figures are all ob- 
tained from the statements previously 
shown except for working capital, and 
the rate base for 1930. The working 
capital allowed is computed as fol- 
lows: 





Materials and supplies .....cseeeee $1,684.46 
WEE, cae phan phen senakeoes 481.90 
Petty cash—arbitrary allowance ... 333.64 

$2,500.00 


In computing the rate base for 1930 
there has been eliminated from the fig- 
ure for property and equipment at 
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October 31, 1930, as shown by the 
balance sheet, the amount of $56,445 
representing the cost of busses used in 
interurban service plus $7,847, being 
25 per cent of all fixed capital other 
than busses, which is allocated to sub- 
urban service. There has also been 
eliminated from depreciation reserve 
the amount of $6,349 representing de- 
preciation accrued on interurban bus- 
ses. 

It is clear that the company’s earn- 
ings in 1928 and 1929 were in excess 
of a fair return and that in 1930 they 
were less than a fair return. Taken 
as a whole, however, the results over 


the entire period have been remunera- 
tive. In addition it must be remem- 
bered that if the depreciation charges 
which have been made are higher than 
necessary, the real net income has 
been greater than that shown above. 
It is quite possible that there may be 
a material improvement in business 
during 1931. We do not feel that 
fares should be increased at the pres- 
ent time if it can possibly be avoided. 
For these reasons the tariff filed by the 
company will be disapproved, but leav- 
ing the company free to renew its ap- 
plication after July 1, 1931, if condi- 
tions fail to improve. 


CAYUGA OMNIBUS CORPORATION 
(Ausurn City Division) 
Rate Base and Return 


Average property and equipment ............ 
Less average depreciation reserve ........... 


VMS MINED oc a peceid tevvawse vc chsaceeucs 
SE MEE ors cer nancgnsascicesoessccramoemet 
Net income from operations ..........--.+0. 
PEE Ce OE EN i sii i voices cicsanvions , 
Portion of Mr. Drescher’s salary to be eliminated 

{fom Operates EXPENSE 2.0.0 ccccccccceces 


Adjusted net income from operation ......... 
OE EE Ge WUE NE hk oe 6 aves ores vcene ns 





D—Delficit. 
* On annual basis. 














1928 1929 1930 
(10 mos) 

eevee $102,321.51 $115,862.79 $125,908.61 
posers 17,908.10 43,189.04 66,057.07 
$84,413.41 $72,673.75 $59,851.55 

eee 2,500.00 2,500.00 2,500.00 
este $86,913.41 $75,173.75 $62,351.55 
eer - $7,907.18 $6,058.91 D$3,993.03 
eta 9.10% 8.06% D *6.40% 
evens 3,750.00 3,750.00 4,666.66 
Saree $11,657.18 $9,808.91 $673.63 
sccidiats 13.41% 13.05% *1.08% 





OHIO PUBLIC UTILITIES COMMISSION 


Re Columbus Gas & Fuel Company 


[No. 5935.] 


Expenses — Comparison of wholesale supply cost with affiliated company. 
1. A natural gas distributing company was required to furnish a detail 
of the unit prices paid for wholesale supply by another distributing com- 
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pany, intercorporately affiliated with the former under the same manage- 
ment, comparable to the alleged unit cost of its own supply as shown by 
exhibits already placed in evidence in a proceeding to determine the rea- 
sonableness of its rates, p. 245. 
Rates — Allocation of rate data from municipal area — Natural gas. 
2. A natural gas distributing company was required to make proper allo- 
cation of the property, revenue, and expenses of a corporately affiliated 
natural gas transportation company which supplied the former at whole- 
sale on a basis that would show the amount of such property, revenues, 
and expenses connected with service to a particular municipal area, p. 245. 
Intercorporate relations — Profits and expenses of intercorporately affiliated 
concerns. 
3. A natural gas distributing utility was required to furnish an inventory 
and appraisement, operating costs, and revenues of a wholesale natural 
gas transportation company supplying gas to another wholesale supply 
company, which in turn supplied gas to the distributing company, all of 
which were intercorporately affiliated under a common management, p. 


245. 
{January 21, 1931.] 


(me by a natural gas utility against rates fixed by a 
city ordinance; on certain motions of the city for the pro- 
duction of additional evidence, motions of the city granted. 


g 


By the mmission: [1-3] The Gas Company, which supplies gas to 
Commissic. comes now to consider the Ohio Fuel Gas Company. 
the matter ,:esented by the motions The Constitution of Ohio as adopt- 
of the city of Columbus requiring: ed in 1912 in Art. 12, particularly §§ 
1. The gas company to furnish a 3, 4, 5, and 6, makes the municipality 
detail of the unit prices for the Ohio the unit in Ohio to be considered in 
Fuel Gas Company, comparable to utility matters. The power to contract 
that given for the Columbus Gas and __is primarily in the city, as is the power 
Fuel Company property in Exhibit to operate municipal utilities. 
No. 6. The statutes of Ohio recognize the 
2. To require the Columbus Gas municipality as the unit whereby and 
and Fuel Company to make proper al- wherein rates and services shall be 
location of the property of the Ohio determined in all utility matters. 
Fuel Gas Company used and useful This Commission has heretofore is- 
in rendering the service to the city of sued an order requiring evidence of 
Columbus and likewise such an alloca- the reasonableness of the gate rate 
tion of the expenses and operating price in the Dayton Power and Light 
charges. Company Case. If that order is to be 
3. To require the Columbus Gas effective and avail this Commission 
and Fuel Company to furnish the in- of the information desired, it will be 
ventory and appraisement, operating necessary that the reasonableness of 
costs and expenses of the United Fuel the gate rate price be determined— 
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not as for the state of Ohio as a whole 
but as for the city of Columbus or any 
other municipal unit which might be 
under consideration. 

The Commission believes there is 
and should be a dedication of all of 
this property used and useful in ren- 
dering the service to the people of 
Columbus from the wells to the last 
distribution pipe. We cannot consider 
that such would be a penalty for com- 
mon ownership or holding company 
management, but rather an assurance 
of a reasonable rate upon all the prop- 
erty of these companies used and use- 
ful in rendering the particular service. 

We believe in this instance it is the 
duty of the Commission to look be- 
yond the corporate entities to see the 
real nature of the service and the real 
ownership of the property before de- 
termining the reasonableness of the 
rate. 

Added confidence has been given to 
the Commission in the position taken 
in the Dayton Power and Light Com- 
pany Case (P.U.R.1931A, 332) by 
reason of the decision of the Supreme 
Court of the United States in the case 
of Smith v. Illinois Bell Teleph. Co. 
(1930) 282 U. S. 133, 75 L. ed. —, 
P.U.R.1931A, 1, 51 Sup. Ct. Rep. 65. 
In that decision, the Supreme Court 
of the United States held that the 
Federal court should have made find- 
ings as to the net earnings of the 
Western Electric Company realized in 
the sale of equipment to licensees of 
the Bell system and the extent which 
if at all such profit figures in estimates 
upon which charge of confiscation is 
predicated and found further that 
there should be a specific finding by 
the statutory court with regard to the 
cost of the license contract service to 


the parent company and the reasonable 
amount which should be allocated to 
the interstate and intrastate business. 
The court there assumed that there 
must be a finding—not of the net earn- 
ings of the entire business of the 
parent company, but of the particular 
business in which the company under 
consideration was concerned. 

It would be a vain thing for this 
Commission to take the position that 
we can determine the reasonableness 
of the gate rate and yet could not re- 
quire all of the evidence necessary 
upon which to predicate such a find- 
ing. It is not an impossible nor extra- 
ordinarily difficult matter to secure the 
information sought in the motions 
here under consideration. It is cer- 
tainly not more difficult than for the 
Western Electric to segregate its shop 
costs as to the particular units fur- 
nished the licensee companies or the 
American Company to evaluate the 
service of the great engineering staff 
under the license contract. 

It seems to the Commission in this 
case that there is as complete a mo- 
nopoly of the production, transmis- 
sion, and delivery of gas as could be 
effected, in so far as the city of Co- 
lumbus is concerned. 

If state regulatory authority is to 
be preserved it must be made effective 
and unless it can reach to every ele- 
ment which materially affects the ulti- 
mate rate to the consumer, such regu- 
latory body is rendered more or less 
powerless to properly perform its 
functions. The ultimate end of such 
a trend will be a break-down of the 
system as we see it now and a further 
tendency toward federalized control, 
which is a step further removed from 
the consumer and which would effec- 
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tually prohibit the proper functioning 
of the municipalities of Ohio as con- 
templated within the Constitution 
hereinbefore referred to. 

With these facts in mind, therefore, 
it is the opinion of the Commission 
that the three motions submitted by 
the city of Columbus should be sus- 
tained. It is, therefore, ordered, that 
said the Columbus Gas and Fuel Com- 
pany be, and hereby it is notified, di- 
rected, and required to 

(a) Furnish a detail of the unit 
prices for the Ohio Fuel Gas Com- 
pany, comparable to that given for the 
Columbus Gas and Fuel Company 
property in Exhibit No. 6, 


(b) Make proper allocation of the 
property of the Ohio Fuel Gas 
Company used and useful in ren- 
dering the service to the city of 
Columbus and likewise such an alloca- 
tion of the expenses and operating 
charges. 

(c) Furnish the inventory and ap- 
praisement, operating costs, and ex- 
penses of the United Fuel Gas Com- 
pany, which supplies gas to the Ohio 
Fuel Gas Company. 

To which order of the Commission 
sustaining said motions, said the Co- 
lumbus Gas and Fuel Company then 
excepted, here now except, and its ex- 
ceptions here are noted. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 
STATE DIVISION, PUBLIC SERVICE COMMISSION 


Re Columbia Gas & Electric Corporation 


[Case No. 6182.] 


Valuation — Going value — Development cost charged to operation, 
1. An estimate of going value, in determining the value of a utility whose 
controlling stock was sought to be purchased, based on the cost of repro- 
ducing customers at $10 each, including evidence of the cost of securing 
such customer, attaching his business, and the salary of the new business 
department, as well as the cost of training the personnel, was rejected, in 
view of the fact that such elements were paid for out of operating ex- 


penses, p. 250. 


Valuation — Determination of natural gas reserve — Rock pressure. 
2. The method used to determine the available gas reserve necessary for a 
continuing supply of natural gas based upon rock pressure observed from 
the drilling of wells, with consideration for the present day rock pressure, 
was repudiated as being too theoretical and skeptical to be considered 
as a practical means of valuation, p. 251. 


Sale — Objections — Control by foreign holding company, 
3. The sale of the controlling stock of a domestic operating utility to a 
foreign corporate holding company was disapproved as being contrary to 
public interest, in view of the loss to the Commission of jurisdiction to 
supervise certain intercompany transactions that would result, but the 
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Commission intimated that it might entertain a similar petition if brought 
in the name of one of the holding company’s domestic operating subsidi- 
aries, provided certain advantages to the public were guaranteed, p. 253. 





Corporations — Necessity for Commission control — Foreign holding company. 
Statement that the theory that Commission jurisdiction of an operating 
company is sufficient protection to the public, regardless of whether the 
operating company’s stock is owned by a holding company or not, is fal- 
lacious, in view of the inability of the Commission in such a situation to 
supervise certain intercompany transactions, p. 253. 


[January 20, 1931.] 


| hconteey of a foreign holding corporation for authority to 

acquire controlling stock of a domestic operating gas utility; 

denied without prejudice to a renewal of the petition by a New 
York corporation, 


APPEARANCES: H. D. Hinman, 
and Douglas M. Moffat, Attorneys for 
Columbia Gas & Electric Corporation ; 
Ray G. Winans, Engineer, for the Co- 
lumbia Gas & Electric Corporation. 


BREWSTER, Commissioner: The 
Columbia Gas & Electric Corporation 
(hereinafter called the Columbia) is a 
Delaware corporation owning or con- 
trolling, through subsidiary corpora- 
tions, natural gas wells in Pennsyl- 
vania, the eastern part of Ohio, West 
Virginia, part of Kentucky, and in the 
western part of the state of New 
York. This corporation with the con- 
sent of the Commission recently ac- 
quired the capital stock and control 
of the Binghamton Gas Works. The 
Home Gas Company, a New York 
corporation, organized under the 
Business Corporations Law, the stock 
of which is owned by the Columbia 
Company, owns a pipe line, formerly 
an oil transmission pipe line, extending 
from Olean, New York, to Garfield, 
New Jersey, through which it dis- 
tributes gas to the Binghamton Gas 
Works, and distributes, or intends to 


P.U.R.1931C, 


distribute in the future, gas to sub- 
sidiary operating companies along the 
route of this pipe line serving com- 
munities east of Binghamton and in 
the southern part of this state. The 
Home Gas Company is a pipe line 
operating company only, the gas being 
distributed by another subsidiary of 
the Columbia Company. 

The Consumers Natural Gas Com- 
pany is a New York corporation or- 
ganized under the provisions of the 
Business Corporations Law, April 16, 
1903. It is an operating gas company 
and supplies natural gas in the incor- 
porated villages of Watkins Glen and 
Montour Falls, Schuyler county. It 
also holds local franchises in the in- 
corporated villages of Millport, Che- 
mung county, and Dundee, Yates 
county, but has not exercised its rights 
under the franchises, and states that 
it is not in a financial condition to 
make the expenditures necessary to 
make gas available to these communi- 
ties. Construction of gas lines in 
Dundee and consent to exercise the 
franchise was approved by the Com- 
mission in Case No. 4381. The Mill- 
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port franchise has never been sub- 
mitted to the Commission. 

The Columbia Company petitions 
under § 70 Public Service Law for 
consent to acquire 3,975 shares of the 
common capital stock of the Con- 
sumers Natural Gas Company (being 
all of the capital stock outstanding), 
and to pay therefor 3,000 shares of the 
cumulative preferred stock of the Co- 
Iumbia Company, 5 per cent series, 
$100 par. 

All of the capital stock of the Con- 
sumers Natural Gas Company is 
owned by George G. Reynolds, presi- 
dent of the corporation, who organ- 
ized and developed the business. 

The gas is obtained from about 
twenty wells located near Watkins 
Glen. The company has drilled both 
north and south of Watkins Glen for 
a distance of 24 miles. It has about 
150 acres of tested acreage. It costs 
between $4,000 and $5,000 for each 
well drilled. Mr. Reynolds testified 
that the company suffered from a 
shortage of gas necessary to supply 
its customers, that he had endeavored 
to obtain this gas by drilling more 
wells but had not been able to secure 
a supply sufficient to satisfy his cus- 
tomers in cold weather, that in this 
locality a considerable number of peo- 
ple desired to burn gas for house heat- 
ing in their furnaces, that he had had 
some complaints from people who had 
started to burn gas in the fall and as 
the weather got colder found that they 
had insufficient gas and had to cut out 
the gas and burn coal. Last year the 
company sold 88,000,000 cubic feet 
and could increase the sales materially 
if it had more gas. The company 
owns no manufacturing plant and sup- 
plies straight natural gas. Mr. 


Reynolds further testified that it 
might be possible to secure more gas 
by drilling additional wells located 
between existing ones, that the cost of 
drilling would be approximately 
$5,000 a well and the average produc- 
tion of such a well about 25,000 cubic 
feet per day. There is no demand for 
the additional gas which these wells 
would supply except for a period of 
about one month in the winter, and 
the cost of drilling in order to supply 
sufficient for this peak demand is out 
of proportion to a fair price obtain- 
able. 

Mr. Reynolds, therefore, desires to 
dispose of his stock in the company 
and the Columbia Company desires to 
purchase and states that it is in a po- 
sition to continue to serve the con- 
sumers in Watkins Glen and Montour 
Falls and to furnish to these com- 
munities a sufficient supply of gas at 
all seasons of the year to meet the 
needs of the communities, and that it 
is also in a position to make extensions 
into the villages of Dundee and Mill- 
port and to supply them. The village 
board of the village of Dundee filed 
a request for approval of the petition. 

The Columbia Gas & Electric Cor- 
poration has recently drilled wells 
near Tyrone, about ten miles north of 
Watkins and not far from Dundee. 
The gas obtainable from two wells 
drilled at the time of the hearing indi- 
cates that this field would be more than 
sufficient to supply any deficiency at 
Watkins, Dundee, and Millport as 
well as having a surplus for sale out- 
side. 

The transmission gas line above 
mentioned extending from Olean 
along the southern portion of the state 
and into New Jersey runs within a 
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short distance of Watkins, and if the 
Consumers property is acquired by the 
Columbia, it is the intention to tie in 
the mains of the Consumers Company 
with the main transmission line of the 
Columbia as well as with the wells to 
the north. 

It is stated in the record that the 
acquisition by the Columbia Company 
of the stock of the Consumers Gas 
Company would not increase the 
present rates and that at this time it 
was impossible to state whether the 
rate could be reduced. It was also 
stated at the hearing that the market 
price of the stock of the Columbia Gas 
& Electric Corporation at that time 
was between $90 and $95 per share. 
A recent quotation was at $92 per 
share. 

The books and records of the Con- 
sumers Natural Gas Company have 
been examined by the accounting di- 
vision, and the physical property 
examined by the engineering division. 

An inventory and original cost esti- 
mate of the physical property of the 
Consumers Natural Gas Company as 
of December 31, 1929, was prepared 
by the company and submitted to the 
Commission. This inventory and cost 
estimate have been checked by the 
engineering division. 

The 3,975 shares of the common 
capital stock, without par value, have 
a stated value of $19,875. The book 
balance in the fixed capital account at 
December 31, 1929, amounted to 
$175,499.55. This item was adjusted 
by the accounting division as a result 
of the examination of the accounting 
and engineering divisions, to $172,- 
686.28. This is exclusive of any al- 
lowance for overheads based upon an 
arbitrary percentage, but does include 
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the book cost of overheads which were 
found to be properly includable as 
fixed capital items as recorded upon 
the books of the company. It might 
be stated, however, that as the result 
of a fire occurring in 1927 many of 
the records of the company were lost 
or destroyed. The overheads includ- 
ed by the accounting division as they 
appeared upon the books, were: 


RGEMIOD Sonpc00neseseoneeenws 





ME dc trcshacimananecnabindess 21.00 
MN ccs ccheunkamrecicess a 1,688.22 
Miscellaneous construction expen- 
NE aieca seciscs sesouuuewnaccus 6,314.32 
WOR esckvcdaiossearsaweases $8,520.00 


The estimated original cost of the 
property as of December 31, 1929, as 
found by the engineering division, ex- 
clusive of any allowance for related 
overheads is $170,866.28. The ac- 
counting division adjusted this item 
by the deduction of certain items for 
gas land leases, rights of way, etc., 
totaling $6,700, and an allowance of 
$8,520 for overheads, making a net 
addition of $1,820, and the total cost 
of the property at estimated original 
cost of $172,686.28. The engineer- 
ing division found an estimated ac- 
crued depreciation of $49,674, leaving 
an estimated original cost less depre- 
ciation of $123,012.28 for the physical 
assets. 

[1] The company filed an inventory 
and appraisal of the property made by 
the engineering organization of the 
Columbia Company based on repro- 
duction cost new. This inventory sets 
up as the present value of the physical 
property at reproduction cost new, in- 
cluding overheads, $251,111, and the 
reproduction cost less depreciation, in- 
cluding overheads, $220,832. It set 
forth working capital of $10,900 ar- 
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rived at by using the difference be- 
tween the current assets and current 
liabilities as shown in the company’s 
balance sheet, as of December 31, 
1929. It further included an item of 
$10,000 as cost of financing and an 
item of $25,100 as going concern 
value, estimated at 10 per cent of the 
total physical property. In arriving 
at going concern value it used as a 
cost of reproducing customers about 
$10 a customer. This item according 
to the evidence was the cost of secur- 
ing the customer and attaching his 
business, including the salaries of the 
new business department. This item, 
of course, was a current expense 
charge and paid for out of operating 
expense. They also included the cost 
of training the personnel. There are 
fourteen employees and this element 
also was paid for out of operating 
expense. There is no evidence of 
any element considered in arriving 
at going value except such elements 
as were paid for from operating ex- 
pense. 

The company also in the appraisal 
placed a present day value of the gas 
in the ground at $64,930. This valu- 
ation was based upon a computation 
of the available and impounded volume 
of gas reserve in thousand cubic feet, 
priced for this purpose by using the 
average per thousand cubic feet in 
cents unit set forth in the estimated 
value at the wells, indicated in the 
Natural Gas Bulletin published by the 
Bureau of Mines, Department of 
Commerce. 

[2] The method used to determine 
the available gas reserve necessary for 
the present and continuing supply of 
natural gas is based upon rock pres- 
sure observed upon drilling the wells, 


with consideration for the present day 
rock pressure. 

Somewhat the same method was 
considered by Justice Stone of the 
United States Supreme Court in Unit- 
ed Fuel Gas Co. v. Kentucky R. Com- 
mission, 278 U. S. 300, 314-318, 73 
L. ed. 390, P.U.R.1929A, 433, 49 
Sup. Ct. Rep. 150, and rejected as be- 
ing no proper measure of the value. 
We feel that in this case this item 
should be entirely disregarded. The 
assumption that the gas is present in 
the volume set forth and will remain 
so present until usable, despite its 
fugitive character and its possible 
drainage into other fields not under 
the company’s control, and will re- 
main available for appropriation until 
called upon by the company, seems en- 
tirely too theoretical and skeptical to 
be considered as a practical means of 
valuation. 

Assuming for the purpose of this 
application only and without accept- 
ing or approving the same, that the 
reproduction cost new as found in the 
appraisal submitted is correct, the 
property upon which the company 
might at best earn a return would be 
as follows: 


Reproduction cost new of fixed 
capital (exclusive of eeu $216,834 
Less depreciation as found by the 
engineering division, based on re- 


production cost NEW ...ccccecees 57,721 
$159,113 
Overheads as found by the account- 
ing division on the books ....... 8,520 
Working CADE 2... ccccccscséscecs 10, 
THEE Snbecodswswensesestedene $177,633 


In making this computation we have 
increased depreciation from $28,293, 
as claimed in the appraisal, to $57,721, 
the latter figure being as reported by 
our engineering division after exam- 
ination in the field, including examina- 
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tion of twenty items of pipe by having 
sections dug up and personally in- 
spected. We have used the round 
figure of $10,000 for working capital 
instead of $10,900 as claimed, al- 
though we believe this to be slightly 
excessive. We have not included go- 
ing value because none was shown in 
the evidence. If going value could be 
established and was added to the above 
figure, any possible rate base which 
cowd be arrived at even upon the com- 
pany’s own figures, unless we includ- 
ed the speculative valuation of gas in 
the wells, would be far below the 
figure being paid for the property. 
For purposes of comparison let us 
add working capital to the book value. 


Fixed capital—book value ad- 
ee, Se a arora $172,686.28 
Working capital (estimated) ... 10,000.00 
$182,686.28 

Less approved depreciation on 
books as found by engineering 


division 49,674.00 


$133,012.28 


This also is without any allowance 
for going value but includes actual 


eeeeer ses eesesesesese 


The par value of the stock proposed 
to be issued in exchange is $300,000 
and the market value, based on an 
average selling price of 924 is $277,- 
500. Any possible rate base which 
could be arrived at would be less than 
$200,000. 

The rates in effect today became ef- 
fective on July 1, 1926, and no change 
has been made since then. The rates 
are—$1 per thousand for the first 
5,000 cubic feet used during a month 
and 75 cents per thousand feet for all 
amounts above 5,000. <A discount of 
10 per cent is allowed on all bills paid 
before the tenth of the month follow- 
ing that for which the bill is rendered. 
A minimum charge of $1 per month 
per meter is made. 

Based on the year 1929 report made 
to the Commission, the rate of return 
would be as follows (in computing the 
rate of return we are using $10,000 
as working capital, being a round 
figure of the amount claimed by the 
company ). 











=e BORE ont ccndds mavsenwess $172,686 
remaining cost of gas leases as appear- Deduction— 
in 5 h q Retirement reserve! (book bal- 
ing upon the books ' ance December 31, 1929) ..... 47,305 
The net value of the capital stock coeenengee 
on a reproduction cos is W Fixed capital, less reserve ........ $125,381 
eae CO HOW basis would WOTIRE CADUR 6 occccccccctseices 10,000 
be as follows: ——— 
Reproduction cost new, exclusive ale DUNE Ses iwdcacinesascice $135,381 
of overheads as claimed by the Operating FEVEREE «06 5.cciccsccees $63,763 
SET wLactirainedhenenice hs $216,834.00 Operating expenses (less 
Depreciation as found by the en- retirement expenses) .... $21,441 
gineering division ............ 57,721.00 —— ee wee 
Sa NED vob-bae sen vewet esses 61 
$159,113.00 *** 
i a = ene = 
$167,633.00 Operating income ............ $30,055 
Working capital ..........s0ee- 10,000.00 Rate of return ...........seeeeees 22.2% 
$177,633.00 1 We are using retirement reserve as a de- 
Deductible liabilities :° ductible item instead of depreciation of $49,- 
Long term debt .... $63,000.00 674 as found by the engineering division. 
Current liabilities .. 8,424.22 a 
Accrued liabilities .. 10,169.83 81,594.05 This is based on book value as ad- 
$96,038.95 justed. On any possible rate base 
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which could be found, as appears from 
the statements above of the reproduc- 
tion cost new as claimed by the com- 
pany, the return on the present rates 
appears to be excessive and the rates 
to require adjustment. 
Dividends 

No dividends were paid during the 
years 1925 and 1926. During the 
year 1927—$23,790 was paid in divi- 
dends which was equivalent to ap- 
proximately 120 per cent. During the 
year 1928 the stock was changed from 
par value to no par value and divi- 
dends amounting to $23,850 were paid 
on the capital stock on the basis of $6 
per share, which was equivalent to 120 
per cent on the stock or par value. 
During the year 1929, dividends to 
the amount of $39,750 were paid at 
the rate of $10 per share, which was 
equivalent to 200 per cent on the orig- 
inal stock of par value. 


Discussion 


[3] The Columbia Gas & Electric 
Corporation is a foreign holding cor- 
poration over which the Commission 
has little if any jurisdiction or control. 
It has been stated by those appearing 
for foreign holding corporations that 
inasmuch as the Commission had 
jurisdiction and control of the operat- 
ing company it was of little interest 
who owned or held the stock. We 
believe that this is a fallacious theory, 
and that the practical working out of 
such acquisition is not in all cases 
favorable to the public interest. It is 
difficult for the Commission where the 
holding company is a foreign corpora- 
tion to trace and ascertain the justice 
and equitableness of intercompany 
charges and transactions. We do not 


state or intimate that any intercom- 
pany charges or relations might arise 
from the present transaction in any 
way detrimental to the public. How- 
ever, we believe that it is not for the 
best interest of the public that the 
stock of domestic operating companies 
be acquired by foreign corporate hold- 
ing companies. 

In the case of the acquisition of the 
Binghamton Gas Works by the pe- 
titioner, there was a different situa- 
tion. The stock of the Binghamton 
Gas Works was at that time owned 
entirely by the American Light and 
Traction Company, a New Jersey 
holding corporation, and the transfer 
of the stock from one foreign holding 
corporation to another foreign hold- 
ing corporation did not change the 
status. 

On the facts as presented, a pur- 
chase price of $275,000 upwards is to 
be paid for the capital stock of the 
Consumers Company, the net value of 
which on the books is $69,550.67 as 
shown by the report of the accounting 
division, and the net value of which, 
based on the valuation of the company, 
is less than $100,000. Upon an earn- 
ing basis the greatest rate base which 
could be shown upon which a return 
could be earned would be less than 
$200,000 and the difference between 
net value as shown by the books and 
whatever is paid would be the profit 
of the present holder. 

We appreciate that the acquisition 
by the petitioner or one of its sub- 
sidiaries with the possible intercon- 
nection with its main gas lines as well 
as to the north, and its ability to 
finance extensions of service would 
undoubtedly be in the interest of the 
public, provided rate reductions which 
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appear to be necessary on the profits 
shown, are made. We believe, how- 
ever, that there is no such public 
necessity shown as to justify an order 
approving the sale at the present price 
or directly to the petitioner. If the 
petitioner desires to make an applica- 
tion for the acquisition of this stock 
in the name of one of its subsidiaries, 
a New York corporation, and the same 
advantages could be shown and if the 
price were reduced to somewhat near 
the amount that could possibly be 
shown as a rate base upon which it 
could earn fairly, and without ad- 


ditional burden on the consumer, the 
Commission would entertain such a 
petition and give it due consideration. 

An order should issue rejecting the 
petition but without prejudice to re- 
newal of the application by a New 
York corporation in a position to offer 
the advantages that the petitioner has 
set forth without the disadvantage of 
ownership by a corporation over which 
the Commission has no control. 


Chairman Maltbie and Commis- 
sioners Van Namee and Burritt con- 
cur; Commissioner Lunn not present. 





NEW YORK SUPREME COURT, APPELLATE DIVISION, 
THIRD DEPARTMENT 


City of Yonkers 


Milo R. Maltbie et al. 


(— App. Div. —, 248 N. Y. Supp. 75.) 


Rates — Franchises — Modification of former grant — Street railway. 
1. A franchise granted by the city of Yonkers to a street railway company 
in 1911 was held to modify and supersede all previous franchises between 
such parties as to rates of fare, p. 257. 

Rates — Commission power — Date of franchise. 
2. A franchise granted by the city of Yonkers to a street railway in 1911 
was held to be subject to a statute, enacted prior to that date, giving the 
Public Service Commission of the state power to regulate fares, p. 258. 

Rates — Powers of the Commission — Franchise rates. 


3. A Commission has authority to regulate rates of a utility which were 
fixed by the Commission, regardless of the existence of a franchise from 
the city purporting to fix such rates of fare, p. 258. 


[January 14, 1931.] 
er onrnaren by the city of Yonkers for an order of prohibi- 
tion to be directed against the members of the Public Serv- 
ice Commission to prevent them from fixing street railway 
fares; lower court order denying the application affirmed. For 
lower court decision see 138 Misc. 572, P.U.R.1931B, 300, 245 
N. Y. Supp. 514. 
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YONKERS v. MALTBIE 


Argued before Van Kirk, P. J., and 
Hinman, Davis, Whitmyer, and Hill, 
JJ. 

APPEARANCES: Harry J. Laragh, 
of Yonkers, for petitioner-appellant ; 
Alfred T. Davison, of New York city, 
for Yonkers Railroad Company; 
Charles G. Blakeslee, of Binghamton, 
for Public Service Commission. 


WuITMYER, J.: The Yonkers Rail- 
road Company applied, under § 49 of 
the Public Service Commissions Law, 
for an order increasing its fares in the 
cities of Yonkers and Mt. Vernon. 
And, in this proceeding, the city of 
Yonkers is seeking an order of pro- 
hibition against the Public Service 
Commission, under the claim that it is 
without jurisdiction in the premises. 

Whether or not the Commission has 
the necessary power is the question. 

In Quinby v. Public Service Com- 
mission, 223 N. Y. 244, 263, P.U.K. 
1918D, 30, 39, 119 N. E. 433, 437, 3 
A.L.R. 685, the court of appeals said 
that “the Public Service Commissions 
Law (§§ 26, 49, subd. 1) and the 
Railroad Law (§ 181) deal with max- 
imum rates of fares established by 
statute, but make no reference in terms 
to rates established by agreement with 
local authorities,” and concluded that, 
“in the absence of clear and definite 
language,” the court “should not un- 
necessarily hold that the legislature 
has intended to delegate any of its 
powers in the matter, whatever its 
powers may be.” 

Subsequently, that decision was ex- 
plained and limited. People ex rel. 
South Glens Falls v. Public Service 
Commission, 225 N. Y. 216, 224, 
P.U.R.1919C,. 374, 121 N. E. 777; 
International R. Co. v. Public Service 


Commission, 226 N. Y. 474, 480, 481, 
P.U.R.1919F, 355, 124 N. E. 123; 
People ex rel. New York v. Nixon, 
229 N. Y. 356, 359, 360, P.U.R. 
1920F, 1008, 128 N. E. 245. 

In the Nixon Case, supra, at pp. 
360, 361, of 229 N. Y., the court said, 
in effect, that pertinent statutes in ex- 
istence, when the municipal consent 
to a franchise is given, are read into 
the contract. 

Here, ten franchises are involved. 
And the powers of the Commission de- 
pend upon the terms and conditions 
thereof, as originally granted, the sub- 
sequent action of the city in respect 
thereto, the subsequent acts of the leg- 
islature, and the acts thereunder of the 
interested parties. 

Three do not contain any fare pro- 
visions; two contain fare provisions; 
four contain such provisions, with ex- 
press conditions for compliance with 
Art. 4 of the Railroad Law; and one 
contains fare provisions, with an ex- 
press condition for compliance with 
Art. 5 (formerly Art. 4) of the Rail- 
road Law. 

The original railroad company was 
incorporated under Chap. 252, Laws 
of 1884, by articles filed January 7, 
1886. 

The first franchise was for the Mt. 
Vernon and Nepperham avenue line 
(Exhibit 1 of the record), and was 
granted February 8, 1886. It was for 
horse cars. At that time the city had 
the power under its charter (Laws 
1872, Chap. 866, § 6) to regulate 
horse cars and their rates of compen- 
sation. Fare provisions were not in- 
serted in the franchise, but § 13 of the 
act, under which the railroad company 
was organized, was in force, and fixed 
the rate of five cents for one continu- 
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ous ride from any point te any other 
point or connecting branch on its road 
within the limits of the city. 

As to that franchise, then, the rate 
of fare, having been fixed by an act 
of the legislature, could thereafter be 
changed by the legislature. 

The motive power on that line was 
changed from horse to overhead elec- 
tric power on December 21, 1891. 

On that date, a franchise was given 
for an extension through Lake avenue 
from Nepperham avenue to Saw Mill 
river road. (Exhibit 2.) Fare provi- 
sions were not inserted in the fran- 
chise. But, at that time, § 101 of the 
Railroad Law (Laws of 1890, Chap. 
565, effective May 1, 1891) was in 
force. Section 101 provided for a 5- 
cent fare to corporations organized 
under the law or under Chap. 252, 
Laws of 1884, and, in addition, con- 
tained a reservation to the legislature 
of the right to regulate and reduce the 
rate of fare on any railroad con- 
structed and operated wholly or in part 
under said chapter or under the Rail- 
road Law. 

The Railroad Law of 1890, but not 
§ 101 thereof, was amended by Chap. 
676, Laws of 1892. 

And there was no change in the law, 
when the third franchise was granted, 
on August 8, 1899, without fare pro- 
visions, for the second or additional 
track on Yonkers avenue, from Wal- 
nut street to the Mt. Vernon line. 
(Exhibit 5.) 

Next, we come to the franchises, 
with fare provisions. They were 
granted August 3, 1894, and August 
10, 1899, respectively. 

The one of August 3, 1894, was to 
the North & South Electric Railway 
Company for Shonnard place, between 


certain points; Park avenue, as it was 
being. opened; and for some other 
streets, to the southerly line of the 
city. (Exhibit 3.) 

It contained the provision that the 
railway “will carry its passengers over 
all or any portion of its line and trans- 
fer over its own routes or over those 
of the Yonkers Railroad Company for 
one fare not exceeding 5 cents.” 

The respondent corporation was 
formed on April 1, 1896, by a consol- 
idation of the original company, the 
North & South Electric Company, and 
the Yonkers & Tarrytown Electric 
Railroad Company. 

Otherwise there was no change in 
the situation, when the other fran- 
chise, with fare provisions, for Cen- 
tral Park avenue, northerly and south- 
erly, to the city line, Nepperham av- 
enue to Lake avenue, the Saw Mill 
river road to the northerly city line, 
and the Tuckahoe road to the easterly 
city line, was granted. (Exhibit 4.) 

And this franchise contained the 
same provision as to carriage of its 
passengers over all or any part of its 
line, and, as to transfers, set forth in 
the former one containing fare provi- 
sions. These two franchises were 
subject to the reserved powers of the 
legislature to regulate and reduce 
fares. 

We reach the four franchises with 
fare provisions and express conditions 
for compliance with Art. 4 of the Rail- 
road Law. 

Article 4 of the Railroad Law in- 
cluded said § 101, fixing the rate of 
fare and containing the reservation to 
the legislature to regulate and reduce 
the rate of fare, as stated. 

These franchises were granted 
April 13, 1907, as follows: (1) for 
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South Broadway (Exhibit 6); (2) 
Elm and Walnut streets and Saw Mill 
river road (Exhibit 7) ; (3) addition- 
al or second track on Yonkers avenue 
(Exhibit 8) ; and (4) Nepperham av- 
enue (Exhibit 9). 

Each contained a provision that the 
company should carry its passengers 
over all or any part of its line and 
transfer them over its own routes for 
one fare not exceeding 5 cents, and 
should continue to give transfers at 
the junction of York avenue with 
Jerome avenue and McLean avenue 
with Webster avenue as the same were 
given and required under existing con- 
ditions. 

And each contained an agreement 
on the part of the railroad company 
that, so long as it operated cars there- 
under, any passenger therein on pay- 
ment of a fare of 8 cents should be 
entitled to a single ride over its lines 
and over the lines of either the ele- 
vated or subway roads in the boroughs 
of Manhattan or the Bronx, by trans- 
fer tickets or otherwise, through a 
connection to be made at stations at 
Bedford Park, or at One Hundred and 
Fifty-Fifth street and Eighth avenue, 
or at the subway station to be con- 
structed at Kingsbridge, or at Van 
Cortland Park, or upon Jerome ave- 
nue. 

And the franchise for the additional 
or second track on Yonkers avenue 
(Exhibit 8) extended the privilege to 
any line of any other company there- 
after controlled or leased by the re- 
spondent company. 

It is clear that these four franchises 
modified or superseded those previous- 
ly granted. 

The Public Service Commissions 
were created by Laws of 1907, Chap. 
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429, effective June 6, 1907. That 
was after all of the franchises had 
been granted except the one of May 
2, 1911, called the receiver’s fran- 
chise. 

By § 181 of the Railroad Law 
(Laws 1910, Chap. 481 [Consol. 
Laws, Chap. 49]), the legislature ex- 
tended its power to regulate and re- 
duce fares to the Public Service Com- 
mission, to be exercised as prescribed 
in the Public Service Commissions 
Law. 

Section 181 was derived from § 
101 of the Railroad Law of 1890, 
without any substantial change, ex- 
cept the extension to the Commission 
of the legislative power to regulate 
and reduce fares. 

[1] On May 2, 1911, while the 
company was in the hands of a re- 
ceiver, the city granted a franchise to 
the receiver, covering nine routes, for 
the construction and maintenance of 
branches or lines or extensions, in con- 
nection with franchises previously 
granted. The purpose, among other 
things, was to settle controversies 
about fares, transfers, agreements 
made, and consents acquired. 

It contained the provision that noth- 
ing therein should relieve, or be 
deemed to relieve, the company of 
any existing indebtedness or obliga- 
tion to the city, whether contractual 
or otherwise, “except the provisions 
relating to fares and transfers,” and 
it stated that the consent was to be 
understood as modifying any fran- 
chise inconsistent with it or creating 
greater obligations than therein con- 
tained. 

Then it provided that the fare to be 
charged for transportation on its cars 
or the cars of the Yonkers Railroad 
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Company from or to certain points in 
Yonkers and other specified terminals 
in New York city should be 5 cents, 
and contained an agreement on its part 
to transport passengers from any 
point on its lines from or to the Mt. 
Vernon station of the New York, New 
Haven & Hartford Railroad Compa- 
ny, or Waverly square in the town of 
Eastchester, for one fare of 5 cents, 
either by the operation of through cars 
or by the exchange of transfers with 
the Westchester Electric Railway 
Company. 

And the franchise was upon the 
condition that all of the pertinent pro- 
visions of Art. 5 (formerly Art. 4) of 
the Railroad Law should be complied 
with. 

At that time, § 181 (formerly 101) 
of the Railroad Law, above referred 
to, was in force. 

The city claims that the amount of 
the stated consideration, $1, the refer- 
ence only to the franchises stated to 
have been given on or about August 
10, 1899, and on or about March 20, 
1907, the failure to mention those 
stated to have been granted in 1886 
and 1894, which were perpetual, while 
the receiver’s franchise was for a lim- 
ited term, indicate that there is no 
connection between the earlier fran- 
chises and the receiver’s franchise. 

But it will be noted that only one 
franchise was granted in 1886, and 
one in 1894, and that both were sub- 
ject to the power of the legislature to 
regulate and reduce. Further, the ob- 
ligation of the company as to fares 
and transfers and in other respects, 
which need not be specified, were 
greatly increased. 

Thus it is clear that this last fran- 
chise was intended to, and that it did, 
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modify and supersede all of those 
which preceded. Public Service Com- 


mission v. Westchester Street R. Co. 
(1912) 206 N. Y. 209, 220, 99 N. E. 


536; People ex rel. New York v. Nix- 


on, 229 N. Y. 356, P.U.R.1920F, 
1008, 128 N. E. 245. 


[2] It was granted under the pow- 


er reserved to the legislature, which 
had been delegated to the Public Serv- 
ice Commission. Evens v. Public 
Service Commission (1927) 246 N. 
Y. 224, 232, 233, P.U.R.1928B, 247, 
158 N. E. 310. 

[3] On April 7, 1919, the city, by 
ordinance, duly permitted the compa- 
ny to change to the zoning system for 
two years. 

By Laws 1921, Chap. 134 (Session 
Laws 1921, p. 405, amending Public 
Service Commissions Law, § 49 subd. 
1), effective March 30, 1921, the leg- 
islature granted to the Commission 
the power to increase fares, notwith- 
standing that a higher or lower rate, 
fare, or charge had theretofore been 
prescribed by general or special stat- 
ute, contract, grant, franchise, condi- 
tion, consent, or other agreement. 

On April 7, 1921, the Commission 
made an order that it is unreasonable 
to require the company to transfer 
passengers between points in different 
municipalities for a single fare of 5 
cents, and authorized and empowered 
the company to collect on the basis of 
the zoning system. 

And by Laws 1923, Chap. 891 
(Session Laws 1923, p. 1715, amend- 
ing Public Service Commissions Law, 
§ 49, subd. 1), the power of the Com- 
mission as to rates prescribed by con- 
tract, grant, franchise, condition, con- 
sent, or other agreement was taken out 
of the statute. 
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YONKERS v. MALTBIE 


Thus, the rates of fare sought to be 
raised are not the original rates, fixed 
by the city, but are those fixed by the 
Commission in 1921. United Trac- 
tion Co. v. Public Service Com- 


mission, 219 App. Div. 95, 107, 
P.U.R.1927B, 831, 219 N. Y. Supp. 
421. The order should be affirmed. 
Order affirmed, with $10 costs and 
disbursements, All concur. 





OHIO PUBLIC UTILITIES COMMISSION 


Re Union Gas & 


Electric Company 


[No. 6403.] 


Appeal and review — Commission jurisdiction — Conflicting decisions — Res 


judicata. 


A decision of a state supreme court, holding that a utility under a par- 
ticular ordinance providing for fixing of rates by a city could not appeal 
such ordinance to the state Commission, which decision was since modified 


by another decision of the same 


court sustaining the jurisdiction of the 


Commission under such circumstances, does not operate to deprive the 
Commission of jurisdiction to review a subsequent appeal by the same 
utility of an ordinance of the same city upon the same issues as were 


raised in the first case, since the 


doctrine of res judicata does not apply 


to matters before the Public Service Commission. 
[April 30, 1931.] 
M OTION of a city to dismiss for lack of jurisdiction an ap- 


peal by a gas and electric utility from a rate-making 
ordinance; motion overruled. 


¥ 


By the Commission: This matter 
is before the Commission primarily 
upon the appeal of the Union Gas 
and Electric Company from a rate- 
making ordinance No. 294-1930, of 
the city of Cincinnati, under authority 
of § 614—44 of the General Code. 

The city has filed a motion to dis- 
miss on the grounds that the Commis- 
sion is without jurisdiction in the 
premises. 

The gas company had been operat- 
ing in Cincinnati under a franchise 
ordinance No. 1222 enacted on the 
26th day of December, 1905, and ac- 
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cepted by the predecessor of this com- 
pany on January 18, 1906, and subse- 
quently duly assigned to the com- 
plainant. It expired January 19, 
1931. 

In that franchise ordinance is a 
provision reserving .to the city the 
right to fix the price of gas from time 
to time as provided by law. Section 
614-44 had not, at that time, been 
enacted. 

In 98 Ohio St. 320, P.U.R.1919C, 
119, 121 N. E. 688, 3 A.L.R. 705, 
the supreme court held that an ordi- 
nance, by the city, fixing rates under 
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the franchise No. 1222 was not ap- 
pealable to this Commission under § 
614-44. Subsequent to that time, 
however, the supreme court, in 107 
Ohio St. 173, P.U.R.1924A, 801, 140 
N. E. 884, and 108 Ohio St. 352, 140 
N. E. 607, took the position that a 
rate ordinance under similar circum- 
stances is appealable to this Commis- 
sion and that the Commission has ju- 
risdiction to hear and determine a just 
and reasonable rate under § 614-44. 
Both the city and the company agree 
as to the meaning of the above cases. 

The city’s motion to dismiss is 
based upon the ground that the issues 
herein raised are identical to those de- 
cided in 98 Ohio St. 320, supra, and, 
therefore, the matters at issue are res 
judicata as to this Commission. 

With that contention the Commis- 
sion cannot agree. There is an iden- 
tity of parties and the subject matter 
involves rate ordinances of the same 


city, but the ordinance herein in ques- 
tion was indeterminate, might have 
and did in fact run beyond the date of 
termination of the franchise ordi- 
nance. Ordinance No. 294-1930 at 
least remained in effect until February 
14, 1931, and makes no reference to 
the franchise No. 1222 whatever. 

The doctrine of res judicata does 
not apply to matters before the Pub- 
lic Utilities Commission and since the 
decision of the supreme court in the 
Ironton and New Boston Cases, above 
cited, the Commission is of the opin- 
ion that the mandate of the supreme 
court in the prior case is not binding 
herein. 

The motion of the city, therefore, 
to dismiss the appeal of the Union 
Gas and Electric Company in Cause 
No. 6403 should be overruled. An or- 
der will issue accordingly and the 
cause will be set for hearing at the 
earliest possible date. 
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Public Service Commission 


Pickwick-Greyhound | Lines, Incorporated 


[Case No. 7336.] 


Motor carriers — Equipment — Safety — Movable spotlights. 
As the result of an informal complaint by a motorist claiming to have 
been temporarily blinded by having a spotlight flashed in his face from 
a bus while on the road, a bus company was ordered to have all spotlights 
on its busses so securely fastened as to be incapable of ready movement 


by the hand of the operator. 


[April 24, 1931.] 


( OMPLAINT by the Commission, upon the informal complaint 
of an individual citizen against certain practices of a bus 
utility; complaint sustained. 
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PUBLIC SERV. COM. v. PICKWICK-GREYHOUND LINES, INC. 


By the Commission: The Com- 
mission received an informal com- 
plaint from James O. Robnett of Co- 
lumbia, Missouri, on November 15, 
1930. Mr. Robnett complained that 
on the morning of that day, while en 
route from St. Louis to Columbia, the 
driver of a Pickwick-Greyhound bus 
turned his spotlight directly in his face 
and flickered it several times, thereby 
blinding him and forcing him to go to 
the side of the road. Upon receipt of 
this letter, the Commission, on its own 
motion, entered into an investigation 
of the matter and held a hearing on 
November 28, 1930. 

At the hearing Mr. Robnett testi- 
fied that at a point 7 miles west of 
Warrenton, Missouri, about 3:40 
A. M. the driver of a Pickwick-Grey- 
hound bus coming from the west 
turned his spotlight directly in his face 
and flickered it several times, appar- 
ently because the driver thought that 
Mr. Robnett had not dimmed his 
lights. Mr. Robnett states, however, 
that his lights were dimmed. The bus 
was identified as a Pickwick-Grey- 
hound bus by the illuminated sign at 
the rear. Mr. Robnett stated that he 
had several other experiences of a like 
character on highway No. 40, and that 
he had identified Pickwick- Greyhound 
busses in these instances, 

Witnesses for the company testified 
that no Pickwick-Greyhound bus 
passed this point at the time desig- 
nated by Mr. Robnett. They further 
testified that Mr. Robnett could not 
have identified the Pickwick-Grey- 
hound bus by the illuminated sign on 
the rear because all of these signs had 
been removed and no Pickwick-Grey- 
hound busses carried illuminated signs 
on that day. They further testified 


that the spotlights with which their 
busses were equipped were not of the 
type which are moved by a lever from 
side to side and up and down, but 
were fixed and could not, as a rule, be 
moved by hand power from side to 
side, and that it was necessary to 
use a wrench or a pair of pliers to 
enable the driver to move the spot- 
lights. 

After the hearing the company no- 
tified the Commission that it was mis- 
taken in regard to the illuminated rear 
sign. By an affidavit the witness who 
so testified stated that the illuminated 
signs had not been removed on that 
date from coaches operating on high- 
way No. 40. In order to check the 
evidence the Commission authorized 
its inspector to stop Pickwick-Grey- 
hound busses and determine whether 
the spotlights were movable by hand. 
The inspector stopped a number of 
busses and found that the spotlights 
on every bus, except one, were readily 
movable from side to side and capable 
of being turned on the driver of an 
approaching vehicle. In the one case 
where the spotlight could not be 
moved it was rusted. 

The evidence of Mr. Robnett in re- 
gard to the practice of drivers of 
busses over highway No. 40 was sup- 
ported by the evidence of an employee 
of the Commission, who testified that 
on several occasions drivers of busses 
had turned the spotlight into her face 
between Columbia and Kingdom City 
on highway No. 40. 

We are satisfied from the evidence 
that Mr. Robnett’s complaint is well 
founded. We find that the driver of 
the Pickwick-Greyhound bus did flash 
his spotlight into the face of Mr. Rob- 
nett on the morning of November 
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15th and that this practice is not un- 
common on highway No. 40. 

There was evidence in the case that 
a spotlight is useful equipment for 
safety in driving through fog and rain 
when the headlights are not suff- 
cient to enable the driver to see ob- 
structions on the highway. We be- 
lieve it is not necessary to order the 
removal of spotlights, but the benefit 
of this equipment may be retained by 
requiring the defendant to adjust its 
spotlights so that they cannot be 
moved by the operator, and so that 


its rays are projected directly on the 
ground at a distance not exceeding 
50 feet in front and to the right of 
the center of the highway, except on 
highways within municipalities the 
use thereof is limited as provided by 
§ 7778, Rev. Stat. of Missouri, 1929. 
The Commission, by general order, 
will make this regulation apply to all 
motor carriers. [Order omitted. ] 


Stahl, Chairman, Ing, Hutchison, 
Commissioners, concur. Porter and 
Hull, Commissioners, absent. 





SOUTH DAKOTA BOARD OF RAILROAD COMMISSIONERS 


Re Dakota Central Telephone Company 


[Report F-1362.] 


Return — Reasonableness as a whole — Rural telephone rate area. 

The application of a telephone company for authority to increase a month- 
ly rental rate on rural metallic lines connected with a central exchange 
which dominated the entire area was modified upon a showing that the 
company was receiving from such exchange, as a whole, a sufficient annual 
return, the Commission being of the opinion that the exchange as a whole 
should be considered in the establishment of such rural rates, rather than 
the company’s return upon the particular class of service. 


[April 20, 1931.] 
A PPLICATION of a telephone company to establish rural rental 


rates; modified. 


APPEARANCES: Williamson, Smith 
and Williamson, Attorneys, Aberdeen, 
for the applicant; VanBuren Perry, 
‘Attorney, Aberdeen, for the protes- 
tants. 


By the Boarp: This is a case in 
which the Dakota Central Telephone 
Company asks for authority to estab- 


lish and put into effect monthly net 
rental rate of $2.50 per station for 
telephone service on rural metallic 
lines connected with its Aberdeen ex- 
change. 

A considerable time previous to the 
hearing the general manager of the 
telephone company advised the Board 
that on account of power line interfer- 
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ence and cross-talk caused by ground- 
ed lines paralleling each other for long 
distances, it would be necessary to 
make certain of its farm lines con- 
nected with the Aberdeen exchange 
metallic ; that on account of a number 
of these lines being heavily overloaded 
it would also be necessary to run ad- 
ditional lines, which would require a 
considerable amount of wire in addi- 
tion to that required for metallicizing. 
The manager advised that on account 
of the large additional investment it 
would be necessary for the company 
to have a monthly rate of at least 
$2.50 and that the subscribers on these 
lines had been interviewed and were 
generally favorable to the proposition. 
As this was a new type of service for 
which no rate had previously been filed 
in connection with the Aberdeen ex- 
change, the rate was accepted for fil- 
ing and permitted to become effective, 
subject to investigation upon com- 
plaint or upon the Board’s own mo- 
tion. Complaint having been filed, 
the case was assigned for hearing Sep- 
tember 7, 1930, and the hearing held 
at Aberdeen. 

The Dakota Central Telephone 
Company is a corporation operating 
both exchange and toll telephone prop- 
erties in North and South Dakota, by 
far the greater portion being in the 
state of South Dakota. At the Aber- 
deen exchange, the company serves 
approximately 5,500 stations, over 
400 of which are rural; they also fur- 
nish switching service to 12 rural sta- 
tions which are not owned by the com- 
pany. Within the city of Aberdeen 
the exchange is completely automatic. 
The farm lines are magneto and until 
recently were all grounded return. 
With the development of high voltage 
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transmission lines, certain of these 
farm telephone lines were either in 
whole or in part metallicized in order 
to eliminate inductive interference. 

Aberdeen so completely dominates 
the surrounding territory that no 
towns of any size have developed for 
a considerable distance therefrom. As 
a consequence, it has been necessary 
to bring the farm lines in for long 
distances in order to furnish switch- 
ing service to the rural subscribers, 
thus providing the residents of the 
entire trading community of Aberdeen 
contact with its business and trading 
center. Many of the small towns im- 
mediately adjacent to Aberdeen are 
not of sufficient size to support sepa- 
rate exchanges and a number of these 
towns receive switching service at the 
Aberdeen exchange either by means 
of party lines or trunk lines. Some 
of the farm lines are extended ap- 
proximately thirty miles, and the par- 
ticular lines involved in this case, ac- 
cording to a plat offered in evidence 
by the company, extend a maximum 
distance of approximately twenty-five 
miles. 

On account of the distance from the 
exchange, the stringing of additional 
circuits was naturally quite expensive. 
It was also shown that in cases where 
people living near the distant terminal 
of the lines wanted service stations 
on the lines already in existence, the 
furnishing of such service eventually 
resulted in heavy overloading. The 
record shows that before the rebuild- 
ing, one of these lines furnished serv- 
ice to thirty-one subscribers. The 
evidence in this case presented by the 
subscribers indicates that a great 
amount of trouble was experienced 
in reaching the Aberdeen central, and 
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it was the opinion of the witnesses 
that either the operators were not giv- 
ing proper attention to calls or that 
there were not enough operators at 
the board to handle the calls coming 
in. The evidence indicates that this 
trouble has been largely eliminated, 
and we believe that the inability of 
the subscribers to get response to their 
calls to the Aberdeen exchange was 
due largely to the overloaded condition 
of the lines rather than to any cause 
in the central office. 

The record shows that approxi- 
mately seven miles of these telephone 
lines are paralleled by power lines car- 
rying from 6,600 to 33,000 volts. 
Such parallels undoubtedly cause 
serious disturbance in grounded tele- 
phone circuits, cause some trouble 
practically all of the time, and at times 
make such telephone lines entirely 
unusable. Grounded telephone lines 
which parallel each other also have 
considerable induction, causing cross- 
talk, and, while not making the lines 
entirely uncommercial, cause some 
trouble and interference. It is also 
due to these facts that the telephone 
company deemed it advisable to re- 
construct the lines in the manner 
which they adopted. 

From the record it appears that be- 
fore work was started representatives 
of the company interviewed the sub- 
scribers on the lines in question and 
that some of the subscribers were 
agreeable to the proposed rates upon 
condition that the service would be 
improved. It does appear in the rec- 
ord, however, that a large number of 
the subscribers objected to the in- 
crease in rates and notified the com- 
pany, both by petitions and personal 
interviews, that they preferred the 


service which they had to the change 
contemplated by the company with the 
proposed rate increases. Two differ- 
ent meetings of the subscribers were 
held at rural school houses where rep- 
resentatives of the company were 
present, at which places general pro- 
tests were made. It appears that as 
a result of these meetings, petitions 
protesting against the change were 
circulated, largely signed by the sub- 
scribers and presented to some repre- 
sentative of the company. The record 
does not clearly show to what repre- 
sentative or official of the company 
these petitions were presented. It is 
clear, however, that they were pre- 
sented to some representative of the 
company and the officials of the com- 
pany knew the general nature of the 
protest and the general content of the 
petitions. 

It is probable that a portion of the 
work had been accomplished at the 
time these protests were presented 
and that probably the work of metal- 
licizing that portion of the lines paral- 
lelled by the transmission lines, was 
largely completed at the time the com- 
pany was notified of the action of the 
subscribers. It appeared to be the 
general view of the subscribers that 
it was only necessary to have the lines 
metallicized where there was power 
line interference, and that it should 
not have been necessary to go to the 
expense of metallicizing the lines com- 
pletely. 

The chief engineer of the Dakota 
Central Telephone Company present- 
ed an inventory and appraisal of the 
metallicized lines southwest of Aber- 
deen as well as an appraisal of all 
metallic lines connected with the Aber- 
deen exchange. The Board’s engi- 
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neer checked the work done, from the 
records on file in the company’s office, 
and also checked the unit prices used 
in developing this appraisal. He testi- 
fied that the prices used were those 
which had been found to be average 
costs on a large amount of construc- 
tion of the Dakota Central property 
and that from the records in the of- 
fice the inventory appeared approxi- 
mately correct. This appraisal indi- 
cated the lines southwest of Aberdeen 
to be in approximately 91 per cent 
condition. Inasmuch as the record 
shows that something over _ three 
fourths of the material in these lines 
is entirely new, the estimate of con- 
dition is probably not excessive. It 
appears that the cost per subscriber 
on these southwest lines is somewhat 
higher than on the other metallic lines 
connected with the Aberdeen ex- 
change, and is also very much higher 
than the general cost per subscriber 
of farm lines throughout the state. 
This condition is probably accounted 
for by the unusual length of the lines. 

The statistician of the company pre- 
sented exhibits showing the book cost 
of the metallic lines southwest of 
Aberdeen and of all metallic farm 
lines connected with the Aberdeen 
exchange, as well as all property in 
the Aberdeen exchange and the prop- 
erty of the company as a whole. He 
also introduced exhibits showing the 
earnings and expenses of the divisions 
of property above described. His 
statement showed an actual invest- 
ment in the southwest lines of $17,- 
198.58; annual operating revenues for 
the same lines, at the rate of $2.50 
per station, of $2,450; and operating 
expenses of $2,624.25, leaving a defi- 
cit from operations of $174.25. 


P.U.R.1931C, 


The Aberdeen exchange as a whole 
has a book cost of $599,466.76, with 
an annual net earning of $41,073.91, 
which is equal to a rate of 6.85 per 
cent on the total property of the ex- 
change. In the statistician’s state- 
ment of expenses for the rural lines, 
he estimated maintenance on the basis 
of the average cost of maintenance 
per station for the Aberdeen exchange 
as a whole. In view of the fact that 
the city of Aberdeen has complete 
automatic service and also of the fact 
that the average per station for main- 
tenance on farm lines throughout the 
state is considerably below the figures 
shown in this case, it would appear 
that this item of expense for the me- 
tallic farm lines is somewhat over- 
estimated. 

The engineer for the Board offered 
certain evidence in regard to deprecia- 
tion charges and also on charges for 
attachments to toll poles. The lines 
southwest of Aberdeen, apparently, 
have no toll pole attachment, but other 
parts of the farm lines have a large 
number of such attachments and the 
exchange within the city itself is also 
charged with a large number of such 
attachments. It is the opinion of the 
Roard’s engineer, based on investiga- 
tions and studies, that a general 
charge of 5 per cent applied to the de- 
preciable property of a telephone com- 
pany is sufficient to cover all deprecia- 
tion charges and that the general 
charge made by the telephone com- 
pany for toll attachments is consider- 
ably in excess of what such attach- 
ments are generally worth. 

Previous to the hearing, the Board’s 
statistician made a check of the rec- 
ords of the company at its general of- 
fice in Aberdeen, to determine the 
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operating revenues, expenses, and in- 
vestment in plant and equipment. 
This investigation, according to his 
testimony, showed that the statements 
of earnings and expenses were sub- 
stantially as entered on the books of 
the company, except for those items 
which were estimated in exhibits sub- 
mitted by the statistician of the com- 
pany. There are several items of ex- 
pense appearing on the exhibit show- 
ing the earnings and expenses of the 
company at the Aberdeen exchange, 
on which the representatives of the 
Board and the statistician of the com- 
pany do not agree, but any corrections 
made in this exhibit would not in- 
crease the rate of return on the book 
cost of the property of the Aberdeen 
exchange to any great extent, and the 
rate of return on the present value 
of the property would be within the 
limit allowed in other rate cases which 
have come before the Board for ad- 
justment. 

The exhibits presented by the statis- 
tician of the company showing the 
cost of operation of the metallic lines 
southwest of Aberdeen and of all me- 
tallic farm lines connected with the 
Aberdeen exchange are of necessity 
largely estimates. However, any 
adjustments made on these exhibits 
would produce a return on the invest- 
ment or valuation of the farm lines 
indicated above not to exceed 34 per 
cent in either case. This would be 
accomplished in the following man- 
ner: (1) By making an allowance 
to revenues on the basis of 25 cents 
per month per subscriber on the farm 
lines in question, in view of the fact 
that the book cost or present valua- 
tion of the farm lines does not provide 
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therein any portion of the central 
office equipment used in furnishing 
service to these rural subscribers; 
(2) making adjustment in the main- 
tenance expense on the basis of $5.18 
per station; and (3) changing the 
rate of depreciation charged to a 5 
per cent basis. 

Previous to the establishment of the 
$2.50 monthly rental rate the farm 
lines southwest of Aberdeen had 
eighty-one subscribers. At the time 
of the hearing, forty-three of these 
subscribers had discontinued service, 
leaving a balance of but thirty-eight 
subscribers. Some of these sub- 
scribers appearing as witnesses in this 
case testified that the rate of $2.50 
was not only more than they could 
afford to pay but was more than the 
service was actually worth to them. 
One subscriber stated that while he 
thought the rate was extremely high, 
he was so situated that it was impos- 
sible for him to do without telephone 
service and that he would probably 
retain his telephone even at the rate 
then in effect. 

From all of the evidence submitted 
in this case, it appears to the Board 
that the Aberdeen exchange as a 
whole is making a return on its in- 
vestment of not less than 7 per cent 
annually. It also appears from the 
record that even at the rate of $2.50 
per month the metallic farm lines 
would not have a sufficient earning to 
pay expenses and provide a reasonable 
return. It is possible that there are 
other services in connection with the 
Aberdeen property which do not pro- 
duce a profit from operations. Under 
the conditions existing at the Aber- 
deen exchange it does not appear that 
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a certain portion of the property can 
be justly separated from the balance 
and considered separately for rate- 
making purposes. It is, therefore, the 
opinion of the Board that the ex- 
change as a whole should be con- 
sidered in the establishment of rates 
and that if a fair return is produced 
upon the whole property the company 
is being fairly treated. 

Prior to the establishing of this 
metallic service on the rural party lines 
south and west of Aberdeen, the rural 
subscribers of the Dakota Central 
Telephone Company involved in this 
proceeding have been charged a net 
monthly rental of $1.25, which rate 
had been in effect for a period of ap- 
proximately twenty years. Consider- 
able testimony was offered by the 
protestants, seeking to show the gen- 
eral financial condition of the terri- 
tory and the inability of the sub- 
scribers to pay the increased rental of 
$2.50 per month. 

As indicated above, there were 
eighty-one rural subscribers on these 
lines prior to the increase in rates and 
at the time of the hearing, forty-three 
of these had discontinued the service, 
thus leaving thirty-eight subscribers, 
many of whom were paying the in- 
creased rate under protest. Officials 
of the telephone company testified that 
the service over these newly construct- 
ed metallic lines could not be furnished 
at a profit to the company, even on a 
$2.50 monthly rental basis. The fact 
that more than half of the subscribers 
on these lines had discontinued the 
service clearly indicates that the com- 
pany is not receiving the revenue 
therefrom that might be desired or 
expected. If, for example, a rate of 


$2 per month should be established, 
in lieu of the $2.50 rate asked, this 
would mean a loss of $6 per year per 
subscriber, or $228 per year for 
thirty-eight subscribers, but the prob- 
ability of again securing many of the 
former subscribers at the lower rate, 
is surely worthy of some considera- 
tion. If only twenty of these former 
patrons again became subscribers at 
$2 per month, there would be a gain 
of $480 per year, or a net gain of 
$252 per year over the present reve- 
nue, after deducting the $228 loss 
sustained through the giving of the 
thirty-eight remaining subscribers a 
lower rate. It is quite clear from 
the record that the higher rate will re- 
sult in such a continued loss- of sub- 
scribers and that the revenue derived 
therefrom will undoubtedly be ma- 
terially less than would be derived 
from a rate of $2 per month. 

The metallicizing of these south- 
west farm lines has been criticized by 
the protestants in this case, it being 
contended by them that such was un- 
necessary, except possibly where the 
lines were actually being paralleled 
by transmission lines. The Board is 
not here attempting to decide this 
question. 

Upon consideration of the entire 
record in this case, including the value 
of the particular lines under consider- 
ation, the Aberdeen exchange as a 
whole, and the value of the service 
furnished to the subscribers, the Board 
is of the opinion and finds that a net 
monthly rental rate of $2 for rural 
metallic service at Aberdeen is fair 
and reasonable, and that an order 
should be entered authorizing the 
Dakota Central Telephone Company 
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phone, and that such rate should be- 
come effective from and after May 1, 


1931. 
Let an order be entered accordingly. 


to file, establish, and put into effect 
a net rental rate for rural metallic 
service in the Aberdeen exchange area, 
not to exceed $2 per month per tele- 
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J. H. Figard, Owner & Operator, Thedford 
Telephone Exchange 


Vv. 


Thomas P. Hamilton & Sons, Owners, 
Hamilton-Thedford-Brownlee 
Telephone Company 


[Formal Complaint No. 679.] 





Rates — Commission authority — Telephone switching contract. 
A Commission need not consider a switching contract between two tele- 
phone companies when, in its opinion, reasonable switching rates should 


be established. 


[April 16, 1931.] 


AP pinie-woad by one telephone company against the failure of 
another telephone company to afford interconnection at 
certain switching rates; complaint sustained. 


APPEARANCES: J. H. Figard, 
owner and operator, Thedford Tele- 
phone Exchange, Thedford, for com- 
plainant; Sullivan & Wilson, Attor- 
neys, Broken Bow, for defendants. 


DRAKE, Commissioner: Complain- 
ant is the owner of a telephone ex- 
change system at Thedford, Nebraska, 
consisting of a central office, about 
fifty city subscribers, about eight rural 
subscribers, one rural switched line 
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with six subscribers, and also prior 
to the filing of this complaint, 
switched another rural line extending 
to Brownlee, Nebraska. 

The Hamilton Telephone Company 
is a privately owned line extending 
from Thedford to Brownlee, serving 
at present eleven patrons. This com- 
pany also owns another line which ex- 
tends from Thedford on the same 
poles for about six miles, and then 
extends eastward for several miles, 
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serving about nine patrons. This 
property was purchased by Thomas 
Hamilton a number of years ago, at 
a time when it was about to be aban- 
doned. Thomas Hamilton and his 
two sons own and operate several 
ranches along the line, and in order 
to provide themselves with service, 
bought the whole property. At the 
time of the purchase, there were 
thirteen patrons, including the three 
in his own family, several of whom 
were located in the inland town of 
Brownlee. At that time there was a 
bank, garage, and several stores in 
Brownlee. Sometime after the pur- 
chase of the line the bank failed and 
the largest store burned down, but a 
drug store and post office, garage, and 
another store remain as patrons. The 
proprietor of the drug store operates 
a small exchange, switching several 
farm lines out of Brownlee. In the 
past a considerable number of toll 
messages originated at Brownlee. al- 
though the evidence in this case indi- 
cated the revenue from the toll busi- 
ness has decreased to a certain extent. 

Prior to 1925 the Hamiltons owned 
a small central office equipment in 
Thedford, serving about five city sub- 
scribers and this line to Brownlee. 
Neither the Hamiltons nor the Thed- 
ford Company had a franchise in 
Thedford until during 1925 when 
each of them attempted to secure a 
franchise. The city council, and 
owners of both companies, in con- 
ferences, discussed the advisability of 
having more than one exchange, and 
the final result was that the franchise 
of the Hamiltons was tabled and one 
was granted to the Thedford Com- 
pany. The testimony shows that the 
Hamiltons agreed to abandon their 
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exchange and turn their city patrons 
over to the Thedford Company and to 
accept switching service, and, in con- 
sideration of which the Thedford 
Company agreed to switch the Hamil- 
ton line, accepting as its pay for such 
switching service all of the toll busi- 
ness originating on the Hamilton line. 

Sometime thereafter, the Hamil- 
tons constructed a second line on their 
poles for part of the distance and then 
built a new line out at an angle, which 
line serves about nine patrons, and is 
called the Antelope Valley line. The 
patrons on this line paid the Hamil- 
tons $1.25 per month, of which the 
Hamiltons paid the Thedford Com- 
pany 75 cents per month for switch- 
ing service. 

The ownership and management of 
the Thedford Company changed re- 
cently and the new owner, Mr. Figard, 
decided to make some changes. Some- 
time just prior to December, 1930, 
Mr. Figard served notice that on De- 
cember Ist, he would demand a 
switching fee of 75 cents from all the 
patrons on the Hamilton lines. This 
would not affect the Antelope Valley 
line with the nine subscribers, but 
would affect all patrons on the Brown- 
lee line. The Hamiltons, who were 
collecting $1.25 per month from their 
patrons, solicited their patrons, all of 
whom refused to pay the 75 cents per 
month in addition to the monthly rate 
of $1.25 to the Hamiltons. On or 
about December 1, 1930, the Hamil- 
tons cut their Brownlee line at Thed- 
ford and established a terminal tele- 
phone in one of the stores in Thed- 
ford, which gave service on that line 
into the town of Thedford, but did not 
give service to any other points in 
Thedford, nor did it provide for any 
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toll connections. Thereafter, some- 
time during December, 1930, the 
Hamiltons installed a knife switch 
between the Brownlee line and the 
Antelope Valley line. The Antelope 
Valley line was still being switched 
by the Thedford Company, and by 
throwing the switch, all patrons on 
the Brownlee line could reach the 
Thedford exchange and connect with 
toll lines. The Hamiltons thereupon 
requested the city council to grant 
them a franchise, which the record 
shows was granted, and the Hamil- 
tons now have a franchise to operate 
an exchange in Thedford. 

J. H. Figard, as owner of the Thed- 
ford Company, filed the original 
complaint, praying for an order, (1) 
requiring Hamiltons to reconnect with 
his exchange, and (2) authorizing an 
adequate switching rate, with reason- 
able rules and regulations. The 
Hamiltons, in their answer, allege the 
existence of the contract above set 
out, and pray that such contract be 
enforced. 

Ten of the subscribers on the 
Brownlee line intervened with a plead- 
ing setting out that both the Hamil- 
ton line and the Thedford Company 
were common carriers, and praying 
for an order requiring a reconnection 
of the Hamilton line with the Thed- 
ford switchboard, and adequate serv- 
ice. Nineteen subscribers of the Thed- 
ford exchange filed a petition of inter- 
vention, with the same allegations and 
asking for investigation, reconnection, 
and adequate service. 


Conclusions 


The record discloses the facts as set 
out above, including the existence of 
the contract alleged by the Hamiltons. 
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While it is true that a court of equity 
might enforce this contract, this Com- 
mission must, in accordance with its 
regulatory powers, take other things 
into consideration. It is the opinion 
of this Commission that it must con- 
sider the rights of all patrons of 
both the Hamilton and the Thedford 
companies. There is no doubt as to 
both companies being common car- 
riers. 

While there is some testimony 
touching on the service rendered by 
the Thedford Company, the Commis- 
sion does not consider there is suffi- 
cient upon which to make a finding. 
There is, however, considerable evi- 
dence concerning the Hamilton line. 
It appears that after acquisition, they 
rebuilt the line, moving many miles 
over along the highway. The patrons, 
who testified, were apparently satis- 
fied with the service. 

The Hamiltons testified that they 
owned and maintained the main pole 
line; that the patrons owned the in- 
struments and leads out to the main 
line, and maintained their portion of 
the lines. They testified that their 
investment was about $1,800 but pre- 
sented no figures as to valuation or 
condition, alleging that they made 
replacements whenever necessary and 
intended to replace many more poles 
and install considerable new wire. 
The Commission is of the opinion 
and so finds that the present rate of 
$1.25 per month would be inadequate 
if the Hamiltons were forced to pay 
the Thedford Company a reasonable 
switching rate out of that amount. 

The Thedford Company alleges 
that it is authorized to publish and 
collect a rate of 75 cents per month 
and that such rate is reasonable. This 
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Commission, in Application No. 3841, 
said as follows: 

“Application having been made by 
the Thedford Telephone Company for 
authority to publish and collect a rate 
of 75 cents per month per station for 
Switching service; and it appearing 
to the Commission upon investigation 
that applicant company has 43 tele- 
phones upon its exchange and desires 
the switching rate to care for six 
stockholders and an independent com- 
pany whose lines the Thedford Com- 
pany connects with three miles from 
the exchange limits; and it appearing 
further that the rate asked for hardly 
covers the out-of-pocket cost to the 
company of switching each subscriber ; 
it was on motion directed that the de- 
sired authority be granted and that 
applicant be notified by letter of the 
action taken.” 

The record in that case shows that 
the application covers a special case 
where the company owned and main- 
tained the line for a distance of three 
miles out in the country, where it 
connected with the switched company. 
It is now the opinion of the Commis- 
sion that this order authorized a spe- 
cial rate, and that the circumstances 
and conditions surrounding such order 
are not parallel to the present case. 

This Commission must take into 
consideration the rights of all parties 
concerned, which will include the 
Hamiltons, the Thedford Company, 
the patrons on each of the Hamilton 
lines, and the patrons of the Thedford 
Company. While it is probable that 
a court of equity in deciding the is- 
sue presented concerning the contract 
made in 1925 by and between the 
Hamiltons and the Thedford Com- 
pany, would enforce that contract, 
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this Commission, under its powers 
and in accordance with its regulatory 
duties, need not consider such con- 
tract. (McCook Irrig. & Water 
Power Co. v. Burtless, 98 Neb. 141, 
P.U.R.1915C, 587, 152 N. W. 334; 
Marquis v. Polk County Teleph. Co. 
(1916) 100 Neb. 140, 158 N. W. 
927). The Commission is of the 
opinion that reasonable rates should 
be established. 

It is impossible to make a definite 
finding as to valuation or reasonable 
return, but the Commission is of the 
opinion and so finds: that the Hamil- 
tons should be granted authority to 
publish and collect a rate of $1.50 per 
month for all their patrons; that the 
Thedford Company should publish 
and collect a switching rate from the 
Hamiltons of 50 cents per month for 
each patron on the Hamilton’s line, 
which includes both the Brownlee line 
and the Antelope Valley line; that the 
Hamiltons should be granted a toll 
rate of 25 cents for all messages from 
Brownlee to Thedford or Thedford 
to Brownlee, in all cases where either 
the party sending or receiving the call 
is not a patron of the Thedford ex- 
change or its switch lines; and that 
the Hamiltons should be ordered to 
reconnect their Brownlee line to the 
Thedford exchange and remove other 
connections in Thedford; and to re- 
move the knife switch now in opera- 
tion; and that an emergency exists. 

It is the further opinion of the 
Commission that, on toll messages 
passing through the Thedford ex- 
change to or from points outside of 
the Thedford exchange, the present 
customary division of revenues de- 
rived therefrom shall be maintained. 
[Order omitted.] 
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ARIZONA CORPORATION COMMISSION 


Re Central Arizona Light & Power 
Company 


[Docket No. 2926-E-291, Decision No. 5925.] 


Rates — Promotional rate — Gas. 


A general gas rate adjustment which, while resulting in a considerable 
reduction of rates generally, had the effect of increasing rates in certain 
individual cases, was approved where the new rate structure was of the 
so-called “promotional” variety calculated to stimulate increased use of 
service by means of especially attractive rates for succeeding blocks of 


consumption. 


[April 7, 1931.] 
A PPLICATION of a gas utility for authority to adjust rates; 


granted. 


APPEARANCES: H. L. Aller, Presi- 
dent, Edward H. Coe, Vice President, 
R. William Kramer of Armstrong, 
Kramer, Morrison & Roche, Attor- 
ney, for Central Arizona Light and 
Power Company. 


By the Commission: This docket 
was initiated upon application of Cen- 
tral Arizona Light and Power Com- 
pany for the purpose of designing and 
promulgating certain rates for gas and 
electric service as rendered by the ap- 
plicant. 

Several conferences were held by 
the Commission and representatives 
of the applicant, as a result of which 
rates were designed which would ac- 
complish the desired ends, namely: 

(a) A total present reduction to 
gas and electric consumers of some- 
what in excess of $128,000 a year. 

(b) A schedule of gas rates which 
will eliminate the charge of 20 cents 


per thousand feet effective heretofore 
in the so-called high pressure district 
north of the city of Phoenix, which 
elimination will result in a reduction 
to gas consumers in that district of 
approximately $7,000 a year. 

(c) A schedule of gas rates which 
will be optional with the schedule 
heretofore established and in such 
form as will induce a more extensive 
use of gas service in Phoenix and 
vicinity, particularly with respect to 
water heating, house space heating, 
and commercial and industrial pur- 
poses. The lowest rate block of gen- 
eral application in Phoenix heretofore 
has been $1.20 per thousand cubic feet. 
The new rates are designed to con- 
tain a substantial block at $1.10 per 
thousand cubic feet which will be ap- 
plicable to house heating and a lower 
block at 90 cents per thousand cubic 
feet which will be applicable to in- 
dustrial and commercial uses for the 
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consumption which is in excess of 
100 thousand cubic feet. The new 
schedule will effect a present reduction 
to consumers exceeding $22,000 a 
year. 

(d) A schedule of gas rates which 
will be optional with the schedule 
heretofore established and in such 
form as will induce a more extensive 
use of gas service in Tempe and 
vicinity, particularly with respect to 
aforesaid purposes. Gas is supplied 
to Tempe by 10 miles of transmission 
from Phoenix. The volume of gas 
business in Tempe has never been con- 
sidered to be sufficient by the operat- 
ing utility to make the business at- 
tractive. The distribution system in 
Tempe was acquired from the munic- 
ipality by the applicant in March, 
1929, at which time a reduction of 10 
per cent in rates was made. For many 
years prior to that time, the service 
was rendered by the Southside Gas 
and Electric Company. In 1922 that 
company sold the gas distribution sys- 
tem to the city of Tempe for the mere 
estimated depreciated value of the gas 
meters only, showing how unprofitable 
the gas business was then considered 
by that utility. The municipality re- 
habilitated the system and constructed 
a 10-mile pipe line to Phoenix to 
secure a dependable supply of gas. 

The municipality maintained in 
various hearings before this Commis- 
sion that it could not profitably dis- 
tribute gas and it sought reductions 
in the price of wholesale gas from 
those stipulated in the city’s contract 
with the producer. The applicant, 
Central Arizona Light and Power 
Company, represents that after acqui- 
sition of the distribution system in 
Tempe in 1929, it has been unable to 


P.U.R.1931C.—18. 


increase the sale of gas to such extent 
as would make the gas business profit- 
able, although a 10 per cent reduction 
was made in gas rates to induce 
greater use. The new rates, as now 
proposed, will effect a present reduc- 
tion to Tempe consumers exceeding 
$1,000 a year and will be introduced 
in an effort to induce an increased use 
of gas for house heating, industrial 
and commercial purposes with the 
hope that such further uses may re- 
sult in a greater service to the con- 
sumers and a more profitable opera- 
tion which will warrant further re- 
ductions. 

(e) A schedule of electric rates for 
residence service within the corporate 
limits of the city of Phoenix, which 
at any time within one year frqgm the 
effective date are to be optional with 
the residence rate heretofore effective 
at the election of the consumers. The 
new rates will effect a present reduc- 
tion of $12,500 a year and are in 
such form as will permit consumers 
who employ electricity for extensive 
domestic uses to receive service at a 
reduction in cost. They will reduce 
the initial energy rate from 8 cents to 
5 cents per kilowatt hour. 

(f) Schedules of electric rates for 
residence service in the towns of 
Tempe, Chandler, Gilbert, Peoria, and 
Buckeye which will effect a reduction 
of $3,500 a year, are designed to ac- 
complish the aforesaid results. These 
rates will be optional with existing 
rates as above stipulated and will effect 
a reduction of the initial energy 
charge from 12 cents to 6 cents per 
kilowatt hour in all of said towns ex- 
cept Buckeye where such charge is 
reduced from 14 cents to 7 cents per 
kilowatt hour. 
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(gz) Schedules of electric rates for 
commercial lighting service in the 
Phoenix district and in the towns of 
Tempe, Chandler, Gilbert, Peoria, and 
Buckeye, which schedules are designed 
to permit the long hour users of elec- 
tric service to enjoy the benefits of 
reduced cost arising out of such long 
hour use of the investment of the ap- 
plicant which is incident to serving 
them; and so designed as to permit 
consumers to more economically em- 
ploy electricity for longer use per day. 
Such rates are designed to reduce the 
first block energy rate in the Phoenix 
district from 8 cents to 5 cents per 
kilowatt hour and in the ether towns 
above mentioned from 10 cents to 6 
cents per kilowatt hour. These sched- 
ules are to be optional with existing 
schedules at any time within one year 
from the effective date at the election 
of the consumers and are designed to 
effect present reductions of over 
$60,500 a year. 

(h) A schedule of electric rates for 
general application to power service 
throughout the territory now served 
by the company which will effect a 
reduction of the initial energy block 
from 6 cents per kilowatt hour to 5 
cents per kilowatt hour ; and schedules 
of electric rates for special classes of 
power service to effect a correspond- 
ing change. The new power schedules 
are designed to effect reductions and 
savings to power consumers of over 
$22,000 a year. 

(i) A schedule of electric rates for 
combination large lighting and power 
service to hotels and office buildings 
with demand exceeding 100 kilo- 
watts. This schedule will create a 
new classification of service which is 
justified by the recent construction of 


several large hotels and office build- 
ings in Phoenix. This schedule will 
effect a further reduction in cost of 
electric service to present consumers 
of $7,000 per year. 

The Commission is of the opinion 
that rate reductions which involve the 
employment of rates in such form as 
will encourage a wider use of electric 
and gas service are doubly beneficial 
in that: first, they permit the present 
long hour consumers to benefit in the 
reduction in proportion to their con- 
tribution to a reduction of the utility 
costs as arising out of such long hour 
use; and second, while permitting an 
extended use at reduced cost, they in- 
duce such further use as will make 
additional reductions in the cost of 
production and distribution, thus lead- 
ing to further rate reductions in the 
future. 

It is not assumed that the proposed 
schedules will prove beneficial to every 
consumer of the applicant. In fact, 
it is difficult to introduce a radical 
change in the form of rate without 
increasing the charges to certain con- 
sumers. In this case, however, the 
price need not be increased to any con- 
sumer above that of the past, since 
the rate schedules will specify an 
optional privilege which will permit a 
consumer to remain on the previously 
established schedules, if he so elects. 

It being considered undesirable that 
an optional schedule should be con- 
tinued after it has been definitely es- 
tablished that it has been largely 
superseded by another, the applicant 
will be authorized to discontinue the 
previously promulgated correspond- 
ing schedule whenever, for a period of 
six months or more, it is established 
that such schedule has been super- 
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seded by the new schedule to the ex- 
tent of 95 per cent or more of the 
sales coming under the classification. 

The applicant advanced the view 
that, having acquired the municipally 
operated electric system in the town 
of Glendale within the past ninety 
days, and having established the 
present Phoenix optional rates in said 
town, which resulted in substantial 
reductions from previous schedules as 
charged by the municipality, and since 
a further time will be required to build 
up the sales of electricity to such ex- 
tent as will justify further reduction, 
it should be permitted to continue 
operations as the recently established 
schedules in Glendale until such time 
as reductions are proven to be justi- 
fied. The Commission concurs with 
such view. 

The schedules proposed are in main 
different in form from existing sched- 
ules. It is, therefore, impracticable 
to direct attention to each change in 
such schedules. This Commission has 
required applicant to designate, by in- 


sertion of an asterisk after the 
schedule number, those schedules dif- 
fering largely in form and substance 
from existing schedules, and to desig- 
nate by an asterisk preceding the item, 
those new or modified items on sched- 
ules which are largely the same as 
existing schedules but differ chiefly 
with respect to such items. 

The application in the matter was 
filed with the Commission on March 
27, 1931, and after due written notice 
given on said March 27, 1931, the 
matter came on regularly for hearing 
before the Commission on April 6, 
1931, at 10 o’clock a. m. at the state 
capitol building at Phoenix, Arizona, 
which was concluded on April 7, 1931. 

From the verified application and 
the evidence offered the Commission 
hereby finds that applicant has estab- 
lished the matters and allegations set 
forth in the application and the Com- 
mission is of the opinion that the pub- 
lic convenience and necessity require 
and warrant the granting of said ap- 
plication. [Order omitted.] 





MISSOURI PUBLIC SERVICE COMMISSION 


Re Kansas City Public Service Company 


[Case No. 7045.] 


Service — Abandonment of difficult railway route — Steep grade. 
1. A street railway utility was not permitted to discontinue service on a 
route having a long steep grade and involving difficult and expensive op- 
eration, where, notwithstanding a substitute rerouting, between 900 and 
1,000 daily riders would be without service and where the hazards of op- 
eration could be overcome by precautionary measures, p. 281. 

Service — Rerouting of railway service — Effect on property values. 
2. The possible effect of a rerouting of railway service upon business enter- 
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prises or property values should not be given consideration by the regula- 


tory body, p. 283. 


(Porter, Commissioner, dissents.) 
[April 3, 1931.] 


A PPLICATION of a street railway company for authority to 
reroute certain lines; authority granted as modified. 


By the CoMMISSION : 
Issues 


On May 13, 1930, the Kansas City 
Public Service Company filed applica- 
tion herein for permission to reroute 
and rearrange certain car lines and to 
abandon certain tracks in Kansas 
City, Missouri. 

The Kansas City Public Service 
Company, hereinafter called “Com- 
pany” operates the street railway sys- 
tem and other local transportation 
systems in and adjacent to Kansas 
City, Missouri. 

The application states, among other 
things, that under date of July 23, 
1917, a contract was entered into be- 
tween the Company and the Kansas 
City Terminal Railway Company, 
whereby the Company was granted 
permission to construct, maintain, and 
operate certain street railway tracks 
upon the Union Station Plaza. Said 
contract was subject to cancellation 
after ten years, on notice as provided 
therein. On April 10, 1930, the Kan- 
sas City Terminal Railway Company 
notified the applicant to remove said 
tracks from said Union Station Plaza. 

The application further states that 
the Company is operating two street 
car lines over the tracks upon said 
Union Station Plaza, known as the 
Broadway-33rd street line and the 
25th street line. [Description of 
route omitted. | 
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The application further states that 
the removal of said tracks from the 
Union Station Plaza will make it im- 
possible to continue the operation of 
said Broadway-33rd street line and 
said 25th street line as presently con- 
stituted. The Company proposes to 
reroute and rearrange certain lines, 
and to abandon certain tracks in ac- 
cordance with the following plan: 
[Description of rerouting omitted. ] 

The Commission received numerous 
letters from citizens, business organi- 
zations, social service institutions, and 
women’s clubs stating that great in- 
convenience to the riding public will 
result from the proposed changes. On 
June 5, 1930, Harriet E. Barr and 
others filed a petition in opposition to 
the rerouting of the Observation Park 
car line. 

This case was heard before a mem- 
ber of the Commission in Kansas 
City, Missouri, on the 5th, 6th, 7th, 
17th, 18th, 19th, and 20th days of 
June, 1930. 

On November 13, 1930, the Com- 
pany filed a memorandum requesting 
the Commission to issue an emergency 
order, to be effective pending final de- 
termination of this cause, to meet the 
emergency resulting from the cutting 
of the tracks at the Union Station 
Plaza. Said order, issued on Novem- 
ber 17, 1930, granted the Company 
permission to suspend service over all 
of the north portion of the Broadway- 
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33rd street line between 5th street and 
the Union Station Plaza. 

Briefs in this case were filed by the 
Company, Protestants Harriet E. 
Barr, et al., and the city of Kansas 
City, Missouri, on October 30, No- 
vember 25, and December 1, 1930, 
respectively. 

Oral argument was presented by all 
interested parties before the Commis- 
sion on January 5, 1931. 


Facts 


The evidence shows that the con- 
tract between the Company and the 
Kansas City Terminal Railway Com- 
pany expired July, 1927, and on April 
10, 1930, the Kansas City Terminal 
Railway Company notified the Com- 
pany to remove its tracks from the 
Union Station Plaza. 

The evidence also shows that the 
Broadway-33rd street line and the 
25th street line are sustaining operat- 
ing losses; that the average revenue 
during 1929, on the Broadway-33rd 
street line was 16.24 cents per car 
mile or 2.2 revenue passengers per 
car mile; that 254,759 car miles were 
operated over this line in 1929 and 
that the operating loss on said line in 
1929 was $16,147; that the average 
revenue in 1929 on the 25th street line 
was 13.13 cents per car mile or 1.765 
revenue passengers per car mile; and 
that the operating loss on said line in 
1929 was $8,608. The average 
revenue for the entire system was 
32.24 cents per car mile or 4.3479 
revenue passengers per car mile. 

The evidence further shows that the 
proposed change in the Jackson-Roa- 
noke line is occasioned by the various 
reroutings and is desired primarily to 
eliminate the Summit street hill, lo- 
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cated between Southwest boulevard 
and 17th street. The major portion 
of the testimony introduced by the 
Company was to substantiate the con- 
tention that it is unusually hazardous 
to operate cars over said Summit 
street hill. 

A. E. Harvey, the late engineer of 
way and structures of the Company, 
testified that the grade of the Summit 
street hill was steeper, for the length 
of the hill, than the grade of any other 
line in Kansas City. Engineer Har- 
vey stated, under cross-examination, 
that the present tracks on Summit 
street were constructed in 1908; have 
not been rebuilt and were not in very 
good physical condition. 

Engineer J. B. Stewart, Jr., general 
manager of the Cincinnati Street Rail- 
way Company testified (R. 88) as 
follows: “I would consider operation 
over the Summit street hill extremely 
hazardous, one which would require 
constant attention to keep the rail in 
satisfactory condition, to even make 
for comparatively safe operation.” 
Under cross-examination, Engineer 
Stewart admitted that the track and 
pavement were in bad condition. 

R. W. Bailey, engineer of power 
and equipment of the Company, testi- 
fied that a grade of 3 per cent intro- 
duces operating hazards, and a grade 
of 7 per cent offers extraordinary 
hazard; that cars escaping control on 
the Summit street hill would quickly 
attain a speed of 50 to 65 miles per 
hour and that in spite of all precau- 
tion there is the ever present danger 
of mechanical brake failures, air fail- 
ures, man failures, and electrical fail- 
ures which would result in the loss of 
control of the car. 

C. D. Porter, vice president and 
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general manager of Omaha and Coun- 
cil Bluffs Street Railway Company 
testified that he considered operation 
on the Summit street hill especially 
hazardous due to the steep grade. 

D. L. Fennell, general superintend- 
ent of transportation of the Company 
testified that he considers operation 
over the Summit street hill the most 
hazardous upon the entire system; 
that operation on this hill is main- 
tained only by virtue of the constant 
sanding of the track by employees 
who are on duty twenty hours of each 
day; and that it is always necessary 
to reroute service off this hill during 
inclement weather. 

The evidence shows that, in the 
period beginning January 1, 1919, and 
extending to May 15, 1930, there were 
twenty-five street car accidents on the 
Summit street hill, the number per 
year being as follows: One in each of 
the years 1919, 1921, and 1922; two 
in 1924; four in 1925; two in 1926; 
one in 1927; eight in 1928; three in 
1929 and two during the first four 
and one-half months of 1930. 

The Company contends that the 
patrons favor the proposed rerouting 
as indicated by a poll taken by the 
Company on February 14, 15, and 16, 
1928, among passengers of the Jack- 
son-Roanoke line that ride on the 
Summit street hill. The poll shows 
that of 7,796 ballots returned and 
counted, 6,149 or 789 per cent 
favored rerouting the line over 
Broadway instead of Summit street. 
Another poll taken on May 20, 21, 
and 22, 1930, shows that of 8,462 bal- 
lots which were counted 5,868 or 
69.4 per cent favored the rerouting 
of the line off said Summit street hill. 

Company’s Exhibit No. 32 gives 
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the location of the voters in the poll 
taken in 1930 and shows that the car 
patrons living in the vicinity of the 
Summit street hill voted approximate- 
ly three to one against the rerouting 
of the line. Patrons riding the Jack- 
son-Roanoke line, but living outside 
the immediate vicinity of the Summit 
street hill voted in large majorities 
in favor of the proposed rerouting. 
Various traffic counts made by the 
Company show that approximately 
twenty-seven passengers per car pass 
17th and Summit streets and only 6.3 
to 7 passengers board and alight from 
the cars at the stops between 17th and 
23rd streets. 

Applicant’s Exhibit No. 36 is a 
traffic count on the Broadway-33rd 
street line, taken on June 2 and 3, 
1930, and shows that the average 
number of passengers per car passing 
3lst and Main Streets was 5.1 on 
June 2nd, and 5.4 on June 3, 1930. 
Applicant’s Exhibit No. 37 is a traffic 
count on said line taken on the above 
dates and shows that the average num- 
ber of passengers per car passing the 
Union Station was 4.6 and that an 
average of 2.4 passengers per car 
boarded and alighted from cars of 
said line at the Union Station. 

Applicant’s Exhibit No. 37 also 
shows that the traffic on the 25th 
street car line, as counted at the Union 
Station, averages only 0.9 passengers 
per car. 

Applicant’s Exhibit No. 38 is a 
traffic count taken on the 31st street- 
Observation Park line at 14th and 
Summit streets, 12th and Washington 
streets, and 9th and Wyandotte 
streets, and shows that the volume of 
traffic averaged from 4.5 to 7.9 pas- 
sengers per car. Applicant’s Exhibit 
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No. 39 is a traffic count on said line 
showing the number of passengers 
boarding and alighting at the various 
car stops between 9th and Wyandotte 
streets and 14th and Summit streets 
and shows that the sum of the 
averages at all stops, on May 26, 1930, 
was 7.8 passengers per car on north 
and east bound cars and 7.9 pas- 
sengers per car on south and west 
bound cars, and that similar counts 
taken May 27, 1930, showed the sum 
of said averages to be 7.6 passengers 
per car on north and east bound cars 


Summit Street 


rerouting of said line to avoid said 
hill, as the grades of same are such as 
to endanger the lives of the operators 
and passengers on cars operated over 
said hill. 

Applicant’s Exhibit No. 42 is a 
traffic count made on May 20, 21, and 
22, 1930, at various points where the 
cars stop on the Summit street hill, 
between 17th street and 23rd street, 
and shows the number of passengers 
boarding and alighting from cars, be- 
tween 5:30 a. m. and 12:00 mid- 
night to be as follows: 


Traffic Count 


Northbound Southbound Total 
Inter- Passengers Passengers assen- 
Date Section Board Alight Cars Board Alight Cars gers Cars 
BO ED casi ivccmecdac 17th St. 235 151 163 229 394 166 780 329 
Se , eae ree 17th St. 226 150 165 143 216 167 735 332 
RE Eh ecclesia 17th St. 258 143 169 139 302 168 842 337 
BME cecdccus cece oe 18th St. 160 73 163 46 200 167 479 330 
ee 18th St. 132 77 165 50 205 166 464 331 
are 18th St. 175 50 169 42 193 168 460 337 
BE I vacates awawves ce 20th St. 153 46 163 50 179 167 428 330 
rer es 20th St. 180 60 165 43 165 166 448 331 
SS eae 20th St. 154 56 169 49 158 168 417 337 
MED chipséntassenes 21st St. 128 50 163 93 81 167 362 330 
OS) arr 21st St. 103 44 165 74 65 164 386 329 
MEE iy Sako Sov caasus 21st St. 107 51 169 61 109 168 328 337 
SE ane 23rd St. 78 23 162 35 83 166 219 328 
EE scence paecnaee 23rd St. 58 20 163 21 86 166 185 329 
CME « vxcecsaieseuess 23rd St. 40 98 169 36 93 168 267 337 


and 8.4 passengers per car on south 
and west bound traffic. 

Various operators testified relative 
to the hazard of operating cars over 
the Summit street hill. Applicant’s 
Exhibits Nos. 40 and 41 are petitions 
signed by operators of cars of the 
Jackson-Roanoke line (which operate 
over the Summit street hill) request- 
ing that the Commission permit the 


Date Location 

May 26—14th and Summit 
May 27—14th and Summit 
May 26—13th and Summit ....... iinrmcaed en 
May 27—13th and Summit 
May 26—13th and Jefferson 
May 27—13th and Jefferson 
May 26—13th and Pennsylvania 
May 27—13th and Pennsylvania 
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Applicant’s Exhibit No. 43 is a traf- 
fic count made on May 26 and 27, 
1930, at various points between 14th 
and Summit streets and 9th and 
Wyandotte streets, where cars of the 
Observation Park line stop, and shows 
the number of passengers boarding 
and alighting from cars, between 
5:30 a. m. and 12 midnight to be as 
follows: 


Passengers 

Board and Alight Total Total 
Northbound Southbound Passengers Cars 
79 61 140 283 
63 49 112 283 
19 14 33 277 
17 14 31 275 
ay 22 22 139 
ne 16 16 138 
52 37 89 279 
31 47 78 282 
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Location 

and Washington 
and Washington 
and Washington 
and Washington 
May 27—11th and Washington 
May 26—10th and Washington 
May 27—10th and Washington 
May 26—9th and Washington . 
May 27—9th and Washington .. 
May 26—9th and Broadway .. 
May 27—9th and Broadway ........ 
May 26—9th and 
May 27—9th and 
May 26—9th and 
May 27—9th and 
May 26—9th and 
May 27—9th and 

The Company submits the above 
figures to show that the average num- 
ber of passengers boarding and alight- 
ing at the various stops, is less than 
one per car at each stop. 

The protestants testified that the 
rerouting of the Observation -Park 
car line will seriously inconvenience 
the residents living along the present 
route of said line between 14th and 
Summit streets and 9th and Washing- 
ton streets; that there has been a car- 
line on Washington street between 9th 
and 13th streets for over forty years, 
and that the proposed change would 
seriously affect property values. 

Protestant’s Exhibit Nos. 12 to 20, 
inclusive, are photographs of the 
tracks on Summit street at various 
points between 17th and 23rd streets. 
They purport to show that the tracks 
and pavement are in bad physical con- 
dition. 

A number of riders of the Jack- 
son-Roanoke line testified that they 
experienced no fear while riding on 
cars on the Summit street hill. Mer- 
chants having stores at various points 
on the Summit street hill line stated 
that the rerouting of cars away from 
Summit street between 17th and 23rd 
streets would greatly inconvenience 
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Date 

May 26—13th 
May 27—13th 
May 26—12th 
May 26—11th 


ee 
eee ewww eter ene 


Wyandotte 
Wyandotte 





Passengers 

Board and Alight Total Total 
Northbound Southbound Passengers Cars 
26 23 49 280 
25 27 52 277 
232 176 408 277 
55 57 112 279 
44 58 102 278 
56 66 122 277 
41 58 99 274 
97 132 229 282 
139 183 322 282 
288 294 582 313 
271 301 572 299 
a 33 33 153 
a a4 dt 148 
59 70 129 317 
48 75 123 308 
184 153 337 314 
180 168 348 308 


their customers who come via street 
car to trade at their establishments. 

The evidence shows that a number 
of community and charity centers 
which are served by the present car 
line would be greatly inconvenienced 
by the proposed rerouting. 

The Mattie Rhodes Memorial As- 
sociation, located at 1,734 Jefferson 
street, operates a day nursery and 
community center where working 
women bring their children to be 
cared for while they are at work. The 
president of said association testified 
that the present location was selected 
because of its proximity to the car 
line, since the women who bring their 
children to the nursery must have con- 
venient street car service. If the pro- 
posed rerouting is made, women 
availing themselves of the facilities of 
the association will find it necessary, 
in order to reach the car line, to walk 
to 17th street and up a steep grade to 
Summit street, whereas they now 
walk along a level street to 18th and 
Summit streets. 

The Girls’ Hotel, operated by the 
Council of Clubs of Kansas City, is 
located at 1805 Jefferson street, and 
was located at its present address be- 
cause of its proximity to the street car 
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line. Approximately one hundred 
girls live at the hotel, work in various 
parts of the city, and return from 
work at various hours, some as late as 
midnight. 

The Westside Health Center, oper- 
ated by the Richard Cabot Club, is lo- 
cated at 18th and Summit streets, and 
maintains a health clinic, ministering 
to approximately 14,000 patients each 
year. The present location was select- 
ed because of its proximity to car 
lines. 

The Kansas City Association for 
the Blind, located at 1837 Madison 
street, employs blind men who come 
to the association’s building from va- 
rious parts of the city. The men have 
learned to find their way to the build- 
ing and would be greatly inconven- 
ienced by the proposed rerouting. 
It is of extreme importance that the 
association’s building be located near 
a car line but away from a heavily 
traveled thoroughfare because of the 
danger to blind persons when crossing 
said streets. 

The William Jewel Baptist Church 
is located at 1735 Summit street, has 
a membership of 225, and an average 
Sunday School attendance of 250. 
Church services are held three times 
each week. The testimony shows that 
a large number of the members come 
to church by street car. The Summit 
Street Methodist Church is located 
between 16th and 17th streets on 
Summit street, and has approximately 
the same size and type of congrega- 
tion. The Christian Church, located 
on Pennway drive between Jefferson 
and Summit streets has a membership 
of approximately 500, practically all 
working people, many of whom de- 
pend on the street cars as their means 
of transportation to church, 


All of the above-named locations 
of churches, hotel, etc., are near 
the Summit street car line and easily 
accessible to same. If the cars were 
rerouted over Broadway as proposed 
by the applicant, it would be neces- 
sary to walk several blocks between 
said points and Broadway and up or 
down streets with rather severe 
grades. 

A traffic count made by the protest- 
ants on June 4, 1930, between 6 A. 
mM. and 7 p. m. shows that a total of 
2,602 passengers boarded and alight- 
ed from cars of the Jackson-Roanoke 
car line between 14th and 23rd 
streets. 

The evidence also shows that the 
Company now operates cars over 
tracks located on streets other than 
Summit street where the steepness of 
grade approximates that of the Sum- 
mit street hill, though the length of 
said grades is less. Protestants Ex- 
hibits Nos. 3, 4, and 5 are tabulations 
of the grades of various car lines in 
Kansas City. 


Conclusions 


[1] A study of all the evidence 
presented clearly shows that the pro- 
posed removal of the tracks and car 
service from the Summit street hill is 
the ground for the majority of the 
opposition to the whole plan as pro- 
posed by the Company. 

The Commission is aware that the 
tracks on the Summit street hill are 
on a long and steep grade. However, 
the Company has operated cars over 
this hill for many years with but few 
accidents, and none that have been as 
serious as some that have occurred 
on other lines. The topography of 
Kansas City is such that, to operate 
a street car system, a large part of it 
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must necessarily be over steep grades. 
A hazard may be so evident that the 
opportunities for accident are elimi- 
nated through extra precautions and 
care in operation. 

Traffic counts made by the Com- 
pany and city show that approxi- 
mately 2,600 car riders board or 
alight from cars of the Jackson-Roa- 
noke line between 17th street and 
Southwest Boulevard each day. As- 
suming that each patron rides the 
cars in each direction each day, these 
counts would indicate that 1,300 in- 
dividuals would be affected by the re- 
moval of the car line from the Sum- 
mit street hill. On the further as- 
sumption that one half of said indi- 
viduals live in the territory between 
Summit street and Broadway, and 
that one half of the riders, so located, 
would be served by the proposed re- 
routing as conveniently as the present 
routing, there still remains approxi- 
mately 900 to 1,000 individuals who 
would be greatly inconvenienced by 
the removal of service from the Sum- 
mit street hill. 

The Commission is of the opinion 
that the residents in the vicinity of 
the Summit street hill have had serv- 
ice for so long a period that said serv- 
ice is reasonably expected to continue; 
that the curtailment of transportation 
service would become a great incon- 
venience to said car riders, and that 
service on said Summit street hill, be- 
tween Southwest boulevard and 17th 
street shall not be abandoned at this 
time. The pavement and tracks on 
said Summit street hill are admittedly 
in very poor physical condition and 
should be rebuilt or repaired to in- 
crease the degree of safety in operat- 
ing over said tracks. 

The removal of the tracks from the 
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Union Station Plaza makes it impos- 
sible to operate cars on the Broadway 
line between Southwest boulevard and 
the Union Station Plaza without the 
construction of either a wye or a 
loop at or near the Station Plaza to 
enable cars to turn around, or by the 
construction of a turn-out and the use 
of double-end cars. The riding pub- 
lic does not, at this time, require serv- 
ice on Broadway between Southwest 
boulevard and the Plaza. It has been 
indicated, however, that the comple- 
tion of the United States Post Office 
in this vicinity may change conditions 
and make it necessary that the pub- 
lic be provided with some type of 
mass transportation. The Commis- 
sion will, therefore, allow the Com- 
pany to discontinue service on Broad- 
way between Southwest boulevard 
and the Union Station Plaza, but will 
not permit the abandonment and re- 
moval of the tracks Letween said 
points, and will retain jurisdiction in 
said matter until it can be definitely 
determined what service will be re- 
quired. 

The Commission is also of the opin- 
ion that the patrons of the Company 
are entitled to transportation service 
on Broadway between 5th street and 
Southwest boulevard, and that the 
Company shall restore adequate serv- 
ice on said line within a reasonable 
time. 

The contemplated abandonment of 
service on Summit street, between 
14th and 13th streets, on 13th street 
between Summit and Washington 
streets, on Washington street between 
13th and 9th streets, and on 9th street 
between Washington and Wyandotte 
streets, will not, in the opinion of the 
Commission, materially inconvenience 
the patrons of the Company. The 


282 








RE KANSAS CITY PUBLIC SERVICE COMPANY 


Company, after much study, recom- 
mends certain rerouting of lines be- 
cause it will improve the service to 
the general riding public. Some in- 
convenience will no doubt result to a 
limited number of patrons living 
along the streets where car lines now 
operate, but all changes in the opera- 
tion of a municipal transportation sys- 
tem serving the general public re- 
sult in some inconvenience to some of 
the patrons. The benefits accruing to 
the general riding public, however, 
justifies the slight inconvenience that 
will be suffered by reason of this pro- 
posed change in service. 

[2] The possible effect upon busi- 
ness enterprises or property values 
should not affect the regulation of car 
service. This Commission agrees 
with the Pennsylvania Public Service 
Commission in its statement made in 
the case of Carroll v. Philadelphia 
Rapid Transit Co. P.U.R.1922D, 569, 
573: “It will not be seriously con- 
tended that respondent should be re- 
quired to operate its trolley lines so as 
to either promote or protect individ- 
ual business enterprises.” 

The Kansas City court of appeals, 
in the case of Heidegger v. Metro- 
politan Street R. Co. (1910) 142 Mo. 
App. 335, 342, 126 S. W. 990, in 
denying the right of action upon 
which to base the complaint that a 
proposed rerouting of certain street 
car lines would depreciate property 
values and cause irreparable financial 
loss and injury to the complainants’ 
business interests, said: 

“Those who may suffer thereby 
(the rerouting of lines) in the de- 
preciation of the property have no 
legal right to complain.” 

The tracks on the Union Station 
Plaza are not, in the opinion of the 
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Commission, a convenience and ne- 
cessity to the general riding public as 
is shown by the limited number of 
car riders carried over said tracks, and 
permission for the permanent removal 
of same will be granted. 

The Commission is of the further 
opinion that the Company should be 
permitted to put into effect the other 
changes in rerouting of its lines as 
set out in the application. 

An order will be entered in accord- 
ance with the views expressed in this 
opinion. [Order omitted. ] 


Stahl, Chairman, Ing, Hutchison, 
and Hull, Commissioners, concur; 
Porter, Commissioner, dissents in 
separate opinion. 


PorTER, Commissioner, dissenting : 
I am not in accord with that part of 
the majority opinion in this case relat- 
ing to the proposed changes in rout- 
ing of the Jackson-Roanoke car line 
because of the hazardous operation 
now obtaining on the so-called Sum- 
mit street hill, which in my opinion 
should be eliminated. There seems to 
be no dispute that this is a dangerous 
operation and the only difference of 
opinion is as to the degree of danger. 
The profiles of this line show that 
there is approximately 1,000 feet of 
103 per cent continuous grade, and 
then about another 1,000 of 4 per cent 
and 6 per cent, bringing the line to 
a crossing of Southwest boulevard. 
Southwest boulevard is one of the 
main arteries of the town and is 
heavily traveled. A car getting out 
of control on this hill could coast 
down and across Southwest boule- 
vard. This, in fact, has happened. 
The increasing speed of city automo- 
bile travel has increased the hazard at 
this point to a degree which should 
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be eliminated if at all possible and 
if the service to the people in the dis- 
trict would not be too much disar- 
ranged. 

The area directly affected is, rough- 
ly, the territory bounded on the north 
by Seventeenth street, on the east by 
Broadway, on the south by South- 
west boulevard, and on the west by 
Jarboe place. In the vote which was 
taken on May 20th, 21st, and 22nd, 
617 people in this district voted in 
favor of retaining the Summit street 
hill route. Applicant’s Exhibit No. 
34 shows where these people live and 
their approximate distance from the 
new routing of the car line. All peo- 
ple living on and east of Pennsylvania 
avenue, amounting to 74 in all, would 
be equally close or closer to the pro- 
posed route of the Jackson-Roanoke 
car line. All the people living on Jef- 
ferson, between Seventeenth and 
Twenty-first street now have to walk 
a minimum distance of approximately 
270 feet to Summit street and, under 
the rerouting, would have to walk 
approximately 940 feet to Broadway, 
or a difference of 670 feet. All people 
living on Summit street between 
Seventeenth and Twenty-first street 
would have to walk about 1,260 feet 
to Broadway. Those residing on 
Madison and Belleview, north of 
West Pennway, would have a maxi- 
mum walk to the Observation Park 
car line over that which they pre- 
viously took to the Summit street line 
of about 500 feet. In the area south 
of West Pennway and north of Twen- 
ty-first street, the 32 voting in favor 
of the Summit street line would have 
an equally short walk to the Observa- 
tion Park line. In fact, the majority 
of those last named are much closer 
to this line than they were to the line 
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on Summit street. South of Twenty- 
first street, the 122 people voting in 
favor of the line would have to walk 
a maximum distance, over that which 
they now take, of approximately 800 
feet to Southwest boulevard, where 
they could catch the Jackson-Roanoke 
line. Many would have a shorter walk 
to Twenty-fourth street or Southwest 
boulevard, where they might catch 
street cars and transfer to the Jack- 
son-Roanoke line. The record shows 
that of the people living within this 
district, two out of three went north. 
Of the people living on Summit 
street, between Seventeenth and 
Twentieth, 67 would have a maxi- 
mum walk of 500 feet to the Observa- 
tion Park line at Seventeenth and 
Summit, and 39 a maximum of 1,200 
feet to the same point. The one third 
who desire to go south could go to 
this point and there take the Observa- 
tion Park car and transfer at Four- 
teenth and Broadway to the Jackson- 
Roanoke car going south, which 
would mean an increase in car travel 
of approximately 4,640 feet. For 
those mentioned above as living be- 
tween Seventeenth and West Penn- 
way and west of Summit street, the 
increase in car travel would be ap- 
proximately 5,180 feet. This would 
mean a difference in time of going 
to their destination of approximately 
ten minutes. Under the rerouting 
plan there are few people who would 
have as much as a quarter of a mile 
of walking to the car line. 

It cannot be contended that this 
change would be as convenient to 
these protestants as the present line 
over the Summit street hill. How- 
ever, this line likewise serves large 
numbers of people in the south of the 
city and in the north of the city, to 
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whom the Summit street hill offers 
an ever present danger for which 
there are no compensating features. 
When considered from the broad view 
of the removing of one source of 


danger to the large numbers of people 
living outside of the district directly 
affected, I am forced to the opinion 
that the operation should be aban- 
doned and the tracks removed. 








WISCONSIN RAILROAD COMMISSION 


Re Community Telephone Company 


[U-4028.] 


Valuation — Materials and supplics — Working capital. 
1. An allowance of $750 was made for materials and supplies, and $800 
for working capital, of a telephone utility having a total rate base of 
$61,522, p. 287. 
Expenses — Management fees — Evidence of value of services. 
2. No allowance will be made for management fees where there is no 
evidence introduced establishing the cost of the service for which such 
fees are a payment, p. 287. 
Depreciation — Amount allowed — Interest on sinking-fund basis. 
3. An allowance for annual depreciation of a telephone utility of $5,214, 
on a 4 per cent sinking-fund basis where the total rate base was $62,347, 
was held excessive and an allowance of $4,894 on a 5 per cent sinking- 
fund basis was substituted instead, p. 287. 
Return — Reasonableness — Telephone system as a whole. 
4. A telephone company is entitled to earn a reasonable return on a par- 
ticular exchange area of its system if it is able to do so, regardless of 
whether or not it be more than the average return on all the properties 
under its control, p. 287. 
Rates — Reasonableness — Value of services — Telephone utility. 
5. Although admittedly not earning a full return, a telephone utility was 
not permitted to put into effect rates for rural service in excess of the 
value of the service to such consumers which would have the effect of 
further diminishing patronage, thereby reducing the value of the service 
to remaining subscribers and lowering rather than increasing the net earn- 
ings of the company, p. 288. 
[February 28, 1931.] 
A PPLICATION of a telephone utility for increased rates; rates 
adjusted. 
¥ 
earn a reasonable return on its prop- 
erty. The present and proposed rates 
are as follows: 
Present Rates 


By the Commission: Application 
in this case was filed with the Com- 
mission July 26, 1930, and states that 
the rates in effect at the exchanges in 
question are insufficient to allow the 
company to maintain its credit and to 
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Business: , 
One-party line ..... 
Two-party line 


eeeeerere 








WISCONSIN RAILROAD COMMISSION 


Residence: 
One-party line ......... 1.50 per month 
Two-party line ......... io" - 
Four-party line ......00 
Rural: 
a ee = 
Se a3 ™ 
Miscellaneous : 
Extension phone ........ a a 
Extension bell .......... 


Free stations 


re oe 


Proposed Rates 


Business: 
One-party line .......... $3.00 per month 
Two-party line ......... ys lla “ 
Residence: 
One-party line .......... 200 « - 
Two-party line ......... Bg = 
Four-party line ........ 1.5 ” 
Rural: 
MEE. j6ccttsentesoesie 2.00 “ - 
GHOUNEEE ooccccccccsece is * 2 
Miscellaneous : 
Extension phone ........ = = 
Extension bell .......... a ‘i 


Hearing was held at Westfield on 
September 29, 1930. The applicant 
was represented by Robert Rieser, At- 
torney, and H. T. Williamson, Com- 
mercial Superintendent; Herman 
Kohnke, James Russell, Dr. Freder- 
ick, Senator Conant, and a large num- 
ber of business men and farmers ap- 
peared in opposition. 

The company introduced exhibits 
purporting to show that it is not at 
present earning, and even under the 
proposed rates would not earn, any- 
thing approaching a fair return. The 
respondents presented petitions signed 
by over three hundred subscribers 
stating that if the proposed increase 
of rural rates were granted they 
would all have their phones removed. 
Others who had not signed the peti- 
tion testified that they would follow 
the same course. The exhibits of the 
company were not gone into at this 
hearing but the customers appointed 
a committee to receive and study a 
copy thereof pending a subsequent 
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hearing. Senator Conant suggested 
that it might be possible to obtain the 
necessary additional revenue from toll 
charges to adjacent exchanges, serv- 
ice to which is now free, rather than 
from an increase of the exchange 
rates, but there appeared to be as 
much or more opposition from the 
farmers to this proposition than to the 
other. Mr. Rieser agreed, for the 
Community Telephone Company, to 
file an amended petition to the effect 
that the company would be satisfied 
to receive the required additional 
revenue either through exchange rates 
as originally requested or through 
toll as the Commission might see fit. 

This amended petition was filed 
with the Commission on October 14, 
1930, and further hearing was held 
at Westfield on November 6, 1930. 
Robert Rieser, R. M. Matheson, 
President, and H. T. Williamson, 
Commercial Superintendent, appeared 
for the company, and H. O. Spindler, 
James Russell, Senator Conant, and a 
number of farmers and business men, 
for the respondents. 

The customers’ committee submit- 
ted a report signed by H. O. Spind- 
ler, John Hamilton, A. E. Frank, 
James H. Russell, and A. F. Jacobs. 
This report sets forth that the stock- 
holders of the original Westfield 
Farmers Telephone Company re- 
ceived only a total of $12,720 for 
their stock and that the purchaser as- 
sumed the indebtedness of the com- 
pany amounting to $20,000, an allow- 
ance of $2,280 for organization ex- 
pense makes a total of $35,000, and 
an explanation is asked of the dis- 
crepancy between this amount and the 
figure of approximately $63,000 
which the company sets up as the 
value of its property. The report also 
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objects to any allowance for deprecia- 
tion, states that on the cost as figured 
above the company is earning 4 per 
cent, and objects to the net book addi- 
tions to December 31, 1929, of $3,910 
as unreasonable. It states further 
that the local company is, by the com- 
pany’s exhibit, earning 1.79 per cent 
while the Community Telephone 
Company of Delaware, the parent 
company, earned only 1.17 per cent 
for the year 1929, and that this com- 
pany should not be required to show 
higher earnings than the other prop- 
erties. The report takes exception to 
the company’s exhibit of rates in 
nearby communities, states that the 
opposition to the imposition of toll is 
just as strong as to the increase of 
exchange rates, that the financial af- 
fairs of the farmers to be affected are 
very bad, and that they are confident 
that the signers of the petition pre- 
viously submitted will have their 
phones removed if the rates are in- 
creased as proposed. 

The company submitted a detailed 
study of toll calls to the nearby ex- 
changes to which no toll charge is ap- 
plied at present. Since the order in 
this case will not make any change in 
the toll situation it is not necessary 
to go into this study. 

[1] The property and plant shown 
in the company’s exhibit as of Decem- 
ber 31, 1929, is $61,522 made up of 
the Commission’s valuation as of 
March 29, 1928, of $57,612 plus book 
additions to December 31, 1929, 
$3,910. The discrepancy between this 
figure and the $35,000 claimed by the 
respondents is due to two facts. In 
the first place the original owners did 
not sell directly to the present com- 
pany so that the amount received by 
the former is not evidence of the cost 
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to the latter. In the second place the 
company is entitled by law to a fair 
return on the present value of its 
property so that the figure of $61,522 
must be accepted. Present price levels 
might somewhat reduce the Commis- 
sion’s 1928 valuation, but not by a 
great amount. In addition the com- 
pany claims an allowance of $750 for 
materials and supplies, which seems 
reasonable, and $800 for working 
capital. Since telephone bills are pay- 
able in advance the only allowance 
that should be made for working 
capital is one month’s toll revenue or 
approximately $75. This gives a total 
rate-making value of $62,347. 

Exchange service revenues for the 
twelve months ending December 31, 
1929, were $11,236.26, toll revenues 
$856.21, and miscellaneous revenue 
$11, making a total operating revenue 
of $12,103.47. 

[2-4] Operating expenses before 
provision for return for the same 
period were $10,557.74. Operating 
expenses for 1930 as claimed by the 
company’s exhibit are $14,381.24, the 
increase consisting almost entirely of 
additional provisions for management 
fees and depreciation. We see no rea- 
son to question any of the items of 
expense as claimed except these two. 
It has been the practice of the Com- 
mission to allow for management fees 
only items whose cost has been clear- 
ly established; since no evidence was 
introduced establishing the cost of the 
service for which these fees are a pay- 
ment they will not be allowed. The 
amount claimed for depreciation is 
$5,214 based on the reproduction cost 
new as found in the Commission’s 
valuation plus additions at cost and 
computed on a 4 per cent sinking-fund 
basis. As has been the practice of the 
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Commission in other cases, this item 
has been recomputed on a 5 per cent 
sinking-fund basis which makes the 
necessary allowance $4,894.58. Dis- 
allowing management fees of $469.99 
and reducing the depreciation allow- 
ance by $319.42 makes the reasonable 
operating expenses $13,591.83 as fol- 
lows: 


PRONE so cccvcscworecsancens $1,935.00 
EE Cai cec seuss wewensdetors 4,350.53 
2 ere a 792.52 
Ge eee 1,058.35 
Rental—telephone office 8.25 





Rental—instruments and equipment 22.60 
State and county taxes .......... 469.99 


Uncollectible accounts ........... 60.01 
eae ee eee 4,894.58 


eS $13,591.83 


On the value found of $62,347 full 
provision for return would amount to 
$4,987.76 bringing the total expenses 
to $18,579.59. The respondents have 
contended that no allowance should 
be made for depreciation but their 
only argument was that it would oper- 
ate to their disadvantage. It is clear- 
ly established both in economics and 
in law that this is a reasonable ele- 
ment of cost which must be allowed. 
The respondents have likewise argued 
that this company should not earn 
more than the average of all proper- 
ties of the holding company. It is, 
however, clearly established at law 
that the company is entitled to earn a 
reasonable return if it is able to do so 
and that the Commission has only the 
power to prevent it from earning 
more than that. 

[5] The proposed rates would in- 
crease the company’s revenues by 
$3,563.16 to a total of $15,666.63 or 
very nearly $3,000 less than a full re- 
turn. There can be no question, 
therefore, that the company would be 
entitled, under a strict construction of 
the law, to even higher rates than 





those asked for, if it could obtain 
them. However, in the present situa- 
tion, such a mathematical analysis is 
not the only determinant of the rea- 
sonableness of a rate. The subjective 
value of the service to the customer is 
necessarily the measure of the maxi- 
mum reasonable rate; a reasonable 
rate may be less than that but can- 
not be more. Since it appears from 
the testimony and exhibits in the case 
that if the proposed rate for rural 
services were put into effect a large 
proportion of the rural customers 
would discontinue service, thereby 
disrupting the company’s organiza- 
tion, reducing the value of the service 
to the remaining subscribers, and giv- 
ing the company in the end a lower 
rather than a higher return, the Com- 
mission feels that the rate for ground- 
ed rural service should not be more 
than $1.50 net per month, and that 
the toll situation should remain un- 
changed. This will reduce the reve- 
nue under the proposed rates to $14,- 
229.63. Since with this change the 
proposed rates will allow the company 
a return of only $637.80 which is ap- 
proximately 1 per cent on the value 
found and since they should avoid the 
threatened disruption of _ service 
through removals, the Commission 
finds that they are fair and reasona- 
ble. 

It is therefore ordered that the 
Community Telephone Company may 
place in effect at its Westfield, Grand 
Marsh, and Harrisville exchanges for 
service rendered on and after the first 
billing date after the date of this 
order, the schedule of rates for ex- 
change service proposed by it in its 
original application in this case ex- 
cept that the rate for grounded rural 
service shall be $1.50 net per month. 
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a new DISTRIBUTION TRANSFORMER 


ae oe ee | for service on lines having 
. | severe transient voltage conditions 







The new Type SB (demountable stud bushing) 
Allis-Chalmers distribution transformers have low- 
ered both the time and the cost of connecting up 
new transformers and of replacing bushings end 


leads in case of failure. 


Prior to the introduction of the demountable stud 
bushing it was y to a transformer 
from its installed location and take it to a central 
| repair shop to install a new bushing or a new lead. 
The demountable bushing eliminates this necessity 
' as it can be quickly installed in the field without 
| moving the transformer from its pole or platform. 
'  Demountable stud bushings and the cable paper 
insulated windings, treated by an impregnating 
process giving improved dielectric characteristics to 
the transformer are two of the electrical and me 
~ chanical details of the new line of Allis-Chalmers 





Type SB Transformer showi de- ee * . 
mountable stud bushings with integral distribution transformers dtscribed in Catalog 147. 
solderless connectors. Send for your copy today. 


LLIS-CHALMERS MANUFACTURING(O. 


MILWAUKEE, WIS. U.S.A. 








Magnet Wire 
of 


Quality 
ASSACHUSETTS 
AGNET WIRE 


All Sizes 


MASSACHUSETTS ELECTRIC MANUFACTURING Co. 
West Lynn Massachusetts 
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P. U. R. Question Sheet Plan 


AN EDUCATIONAL OPPORTU- 
NITY for public utility men. A fort- 
nightly quiz of ten questions and an- 
swers on practical financial and operat- 
ing questions discussed and decided by 
the State Commissions in their investi- 
gations of public utility companies. 

$25.00 a year for the Public Utilities Fort- 


nightly with Question Sheets and answers. 


$10.00 a year for Question Sheets and an- 
swers alone. (This subscription is for those 
who have access to the Public Utilities Fort- 


nightly.) 


For further information address 


PUBLIC UTILITIES REPORTS, Inc. 


1038 Munsey Bldg., Washington, D. C. 
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In One Volume 


By 
ELLSWORTH NICHOLS 


(Associate Editor of Public Utilities Reporte) 





1200 pages—$10 





Order Your Copy Now! 


PUBLIC UTILITIES REPORTS, Inc. 


1038 MUNSEY BUILDING 
WASHINGTON, :: D.C. 


THE BEELER 
ORGANIZATION 


JOHN A. BEELER, DIRECTOR 
TRANSPORTATION, TRAFFIC 
OPERATING SURVEYS 
BETTER SERVICE 
FINANCIAL REPORTS 


APPRAISALS--MANAGEMENT 
Current Issue LATE NEWS & FACTS free on request 


2 
52 VANDERBILT AVE., NEW YORK 








EDWARD J. CHENEY 
ENGINEER 
Public Utility Problems 


61 BROADWAY NEW YORK 








SANDERSON & PORTER 


ENGINEERS 
FOR THE 
FINANCING—REORGANIZATION— 
DESIGN—CONSTRUCTION 
OF 
INDUSTRIALS AND PUBLIC UTILITIES 
CHICAGO NEW YORK SAN FRANCISCO 








Fairchild Aerial Surveys, Inc. 
AERIAL PHOTOGRAPHIC MAPS 
and AIR VIEWS for 
Engineering, Financial and Legal 
Studies, Reports and Records 
LEBROS BUILDING 
8th Ave. and 38th St., New York City 








CONSULTING ENGINEERS 
Appraisals, investigations and reports, 
design and supervision of construction 

of Public Utility Properties 

KANSAS CITY, MO. 
NEW YORK CITY 
LOS ANGELES, CALIF. 


MUTUAL BUILDING 
36 W. 44TH ST. 
307 HILLS ST. 














169,000 impressions annually 
of your Professional Card 
in this Directory 
for $150 (renewal $125) 














XIV Public Utilities Fortnightly June 25, 1931 





— 
| |e 
— 





Earll Catchers and Retrievers Cast Iron Pipe and 


@ 





Fittings for all purposes 


Write for handbook 
of deLavaud Pipe 
which gives complete 
information _regard- 
ing this stronger cast 
iron pipe of greater 

carrying capacity. ( 








Public Utility Companies throughout 


ETRIEVERS and Catchers which re- : : 
tain their efficiency and operate as the United States are finding U. S. 
effectively when ten or fifteen years old as Pipe ideal for high and low pressures 
when new are the ones you want. EARLL ‘ : a 
Catchers and Retrievers Sy this and oy in gas and water service. Complete in- 
are easiest to operate and maintain. s . 
the woery—Ghate ane many of them. formation on request. 
C, I. EARLL, YORK, PA. 
CANADIAN AGENTS 
Railway & Power Engineering Corp., Ltd., Toronto, Ont. pena States Pipe ki 
IN ALL OTHER FOREIGN COUNTRIES and Foundry Co., Burlington, New Jersey 


International General Electric Co., Schenectady, New York 
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Opinions 


have little weight when bal- 
anced against facts. Finding 
and reporting facts is the ser- 
vice performed by these 
laboratories. 


ELECTRICAL TESTING 
LABORATORIES 


80th St. & East End Ave. 
New York 





y Test 

















One Fluted Steel 
Pole Does the Work 
of Two or Three 
Ordinary Poles 






THE 
UNION METAL MFG. CO. 
CANTON, OHIO 

































Title Guaranty Company Loses 
Heavily Through Poor Judgment 


NATIONALLY-KNOWN title 

guaranty and trust company found 
that their record books were tearing at 
the binding edge despite few years of use. 
Experts, called in to suggest a solution, 
quickly saw that the books were made of 
inferior paper, chosen to effect a saving. 
So many pages were loosened, there was 
no alternative but to re-copy and re-bind 
all the books on suitable paper.* 
As in all such cases, the cost of this 
work greatly exceeded the amount “saved” 
by the original choice of paper. 
When the inferior paper was selected the 
officials hadn’t realized that business rec- 
ords are now used under conditions which 
crowd a year’s wear and tear into a single 
month . . . that paper which defies time 
gives greater resistance to handling .. . 
that frequently true economy lies in using 
permanent paper of utmost durability, 
even for obviously semi-permanent records. 
L. L. Brown Record Papers are un- 
conditionally certified to be of supreme 
quality and durability in their respective 
grades. A concise booklet—“Certified 
Papers”—tells how they might help you 
to save time, money and prevent grief. 
Ask your printer or stationer for a copy 
or write to L. L. Brown Paper Com- 
pany, Adams, Massachusetts. 


*Brown’s Linen Ledger permanent record paper. 


L.L.BROWN 
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A Transformer For 
The Meter Box 


Many public utility comp have 
ized on 110 volt, 50/60 cycle watthour meters 
for all types of circuits and, where required, use 
a transformer to adapt the meter to the voltage 
of the line. This plan has been found to make 
possible economies which more than offset the 
cost of the transformer required in special cases. 


The American T: f Cc has de- 
veloped a special transformer which will fit inside 
a. standard meter box. These units are known as 
AmerTran Type MB and are available for operat- 
ing standard watthour meters from 220-, 440- or 
550-volt circuits. All types have an electrical 
rating of 40 va. and are designed for continuous 
duty in 50/60 cycle circuits. 


: a | 








AmerTran Type MB i is of open- -end frame con- 
struction and the Is are of fi 
covered wire. It is 3% inches deep, requires a 
wall space of 4 by 31/2 inches, and is equipped 
with four conveniently located mounting lugs 
spaced 21/2 inches. In standard models four wires 
are brought out from the primary winding to per- 
mit operation on either 220- or 440-volt circuits. 
Transformers for service in 550-volt circuits are 
assembled promptly on special order. 





AMERICAN TRANSFORMER CO. 
178 Emmet Street, 
Newark, N. J. 
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Pittsburgh, 


Pa. 














Power Plant Piping 
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Pittsburgh Piping & Equipment Co. 
Pittsburgh, Pa. 
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Twenty—Thirty—Forty—Fifty tons are often loaded on a 
Fruehauf Carryall and hauled from point to point quickly, 
economically and without infringing any road laws. Frue- 
hauf Heavy Duty Carryalls are engineered. From one end 
to the other they are designed and constructed to carry 
tremendous loads and still have an ample surplus of 
strength to handle the unusual job and meet extraordinary 
circumstances. Moreover these huge Trailers are so en- 
gineered and planned as to provide sufficient road con- 
tact, sufficient wheels, sufficient axles to carry their im- 
mense loads legally and without damaging the road. For 


Fruehauf, pioneer of the 
Trailer Industry, manu- 
factures a full line in all 
sizes of Semi-Trailers, 4- 
Wheel Trailers and Ad- 
justable Pole Trailers as 
well as Heavy-Duty Car- 
ryalls. 


TO MEET 


ROAD 
and 
LOAD 


REQUIREMENTS 


example a Fruehauf Model E Carryall has a rated capacity 
of 15-20 tons therefore it has four wheels with 12 inch 
tires. On the other hand the huge Fruehauf Model G 
with a capacity of 45 tons has twelve wheels with 12 inch 
tires—4 wheels on two axles in front and 8 wheels on 
trunnion axles in the rear. In both cases there is suffi- 
cient rubber on the road to satisfy the law. There is 
good money in handling heavy haulage work with a 
Fruehauf Carryall or if you have heavy loads of your own 
to move, there are big savings to be effected with such a 
piece of equipment. Write for our special illustrated 
litérature. 


Oldest and Largest Manufacturers of Trailers 
FRUEHAUF TRAILER COMPANY 
Branches and Distributors in All Principal Cities 
10950 Harper Avenue 


Detroit, Michigan 














FRUEHAUF TRAILERS 
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Cities Service - 
A National Institution 












125 Companies with nation-wide 
operations 
1,000,000 investors 
$1,280,000,000 in assets 













From a small beginning to a national institution 
in 20 years is the record of the Cities Service 
organization. 







Cities Service is now a leader in three industries 
—public utilities, petroleum, and natural gas. 
Consolidated gross earnings of Cities Service 
Company and subsidiaries last year were over 


$213,000,000. 









Henry L. Doherty and his associates, including 
executives, explorers, geologists, engineers, and 
experts in organization work—the same men 
who have brought the organization into its 
present dominant position — assure its contin- 
ued expansion and progress. , 









HENRY L. DOHERTY & COMPANY 
60 Wall Street (A) New York City 


Branches in principal cities 


LISTEN IN—Cities Service Radio Hour—A program of variety music with Jessica Dragonette, the Cavaliers and Rosario |} 
Bourdon’s Cities Service orchestra. Fridays, 8 P.M., Eastern Daylight Time—WEAF and 37 N. B. C. Associated Stations. 
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The publié utility syste oh ae s “i oe 


Standard Gas. and. Ele 
Company 


includes 





The California Oregon Power Company ‘# \) 
Duquesne Light Company (Pittsburgh) 
Equitable Gas Compony (Pittsburgh) 
‘Kentucky West Virginia Gas Company 
Louisville Gas and Electric Company — 
Market St. Railway Company (San Francisco)’ 
Mountain States Power Company... 
Northern States Power Company 

Oklahoma Gas and Electric Company 
Philadelphia Company 

Pittsburgh Railways Company 

San Diego Cons. Gas and Electric Company 
Southern Colorado Power Company | 
Wisconsin Public Service Corporation” 
Wisconsin Valley Electric Company 





; serving 1,648 cities. and ‘towns of twenty states . .. combined: » pare. 
population 6,000,000... total customers 1,617,414... installed 

| generating. capacity. 1,539,637. kilowatts., ....gross edrnings 

in excess of $150,000,000 annually... properties. operate é 

under the direction of Byllesby Engineering and Management 

Corporation, the Company's wholly- owned subsidiary. 











